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PART

NOTIFICATION

ITEM Significant Parties

List the full names and business and residential addresses as applicable for the following persons

Directors

Name Home Address Business Address

Thomas Smith 14830 Bixby Drive 301 Carmel Drive Suite C300

Westfield IN 46074 Carmel iN 46032

Greg Fuller 2080 Laurel Leaf Lane 2627 North Emerson

Avon IN 46123 Aye Indianapolis Indiana 46218

Stephen Wagner 735 Round Hill Road 1939 North Meridian

Indianapolis IN 46260 Street Carmel IN 46032

Michael Wagner 11940 Somerset Way East 301 Carmel Drive Suite C300

Carmel IN 46033 Carmel IN 46032

Officers

Name Home Address Business Address

Thomas Smith 14830 Bixby Drive 301 Carmel Drive Suite C300

Westfield IN 46074 Carmel IN 46032

General
partners

Not Applicable

Record owners of five percent or more of any class of equity securities

Name Home Address Business Address

LBG Reagan Park LLC N/A 301 Carmel Drive Suite C300

Carmel IN 46032

Wagner Reese Real Estate L.L.C N/A 11939 North Meridian

Street Carmel IN 46032

GLF Realty Inc N/A 2627 North Emerson

Aye Indianapolis Indiana 46218

Beneficial owners of five percent or more of any class of equity securities

Name Home Address Business Address

Thomas Smith 14830 Bixby Drive 301 Carmel Drive Suite C300

Westfield IN 46074 Carmel IN 46032

Justin Brown 5107 Canterbury Lane 301 Carmel Drive Suite C300

Logansport IN 46947 Carmel IN 46032

Greg Fuller 2080 Laurel Leaf Lane 2627 North Emerson Aye
Avon IN 46123 Indianapolis Indiana 46218

Stephen Wagner 735 Round Hill Road 11939 North Meridian

Street Carmel IN 46032



Indianapolis IN 46260

Jason Reese 5909 William Conner Way 1939 North Meridian

Carmel IN 46033 Street Carmel IN 46032

Leo Brown Group LLC N/A 301 Carmel Drive Suite C300

Carmel IN 46032

Promoters of the issuer

Not Applicable

Affiliates

Name Home Address Business Address

Reagan Park Senior Living AL LLC N/A 301 Carmel Dr Suite C300

Carniel IN 46032

Traditions Management LLC N/A 301 Carmel Dr Suite C300

Carmel IN 46032

Counsel to the issuer with
respect to the proposed offering

Jarod Brown Attorney at Law

P.O Box 4193

Carmel Indiana 46082

Each underwriter with respect to the proposed offering

David Noyes Company
209 South LaSalle Street

Chicago IL 60605

Each placement agents directors

Name Home Address Business Address

Lowry I-I Bayley N/A 250 West 96th Street Suite 300

Indianapolis IN 46260

Thomas Bono N/A 719 South Blvd

Oak Park IL 60302

Robert Cram N/A 250 West 96th Street Suite 300

Indianapolis IN 46260

Mark Darner N/A 250 West 96th Street Suite 300

Indianapolis IN 46260

Anthony Quirini N/A 209 South LaSalle Street 12th Floor

Chicago IL 60605

John Reed N/A 250 West 96th Street Suite 300

Indianapolis IN 46260

Andrew Wykretowicz N/A 209 South LaSalle Street 12 Floor

Chicago IL 60605

James Guthrie N/A 209 South LaSalle Street 12th Floor

Chicago IL 60605

Each placement agents officers



Name Title Home Address Business Address

Lowry Bayley Chairman of the Board N/A 250 West 96th Street Suite 300

and CEO Indianapolis IN 46260

Thomas Bono Executive Vice President N/A 719 South Blvd

and Vice-CEO Oak Park IL 60302

Robert Cram Vice President and N/A 250 West 96th Street Suite 300

General Counsel Indianapolis IN 46260

James Guthrie President N/A 209 South LaSalle Street 12th Floor

Chicago IL 60605

Timothy Major Chief Financial Officer N/A 209 South LaSalle Street 12th Floor

Chicago IL 60605

John Reed Vice President N/A 250 West 96th Street Suite 300

Indianapolis IN 46260

Andrew Wykretowicz Chief Compliance Officer N/A 209 South LaSalle Street 12th Floor

Chicago IL 60605

Each placement agents general partners

Not Applicable

Counsel to each placement agent

Barnes Thornburg LLP
ii South Meridian Street

indianapolis IN 46204-3535

State whether any of the persons identified in
response to Item are subject to any of the

disqualification provisions set forth in Rule 262

No

If any such person is subject to these provisions provide full description including

pertinent names dates and other details as well as whether or not an application has been made

pursuant to Rule 262 for waiver of such disqualification and whether or not such application has

been granted or denied

Not Applicable

ITEM Affiliate Sales

No affiliate resales will be made pursuant to this offering

ITEM Jurisdictions in which Securities are to be Offered

List the jurisdictions in which the securities are to be offered by underwriters dealers or

salespersons

Florida Illinois Indiana Michigan Ohio and Wisconsin

List the jurisdictions in which the securities are to be offered other than by underwriters

dealers or salespersons and state the method by which such securities are to be offered

None

ITEM Application of Rule 262

11



ITEM Unregistered Securities Issued or Sold Within One Year by the Issuer

Name of Holder Number and Type Date Consideration Federal Exemption

of Securities

Issued

To be issued Contribution of cash in

concurrent with the amount of $300000 Section 3aI
Wagner Reese Real 39914 completion of and guarantee of Bank Section 42
Estate L.C CLASS offering Loan

To be issued Contribution of cash in

concurrent with the amount of $250000 Section 3al
29928 completion of and guarantee of Bank Section 42

GLF Realty Inc CLASS offering Loan

To be issued Contribution of cash in

Section 3a11
concurrent with the amount of $320000

38308 completion of and guarantee of Bank Section 42
LBG Reagan Park LLC CLASS offering Loan

ITEM Other Present or Proposed Offerings

None

ITEM Marketing Arrangements

None

ITEM Relationship with Issuer of Experts Named in Offering Statement

None

ITEM Use of Solicitation of Interest Document

Not Applicable
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PRELIMINARY OFFERING CIRCULAR

REAGAN PARK SENIOR LIVING LLC
an Indiana limited liability company

9% Unsecured Debentures Due December31 2017

accompanied by

Warrants to Purchase Class Units at $50 Per Unit Expiring December 31 2022

Reagan Park Senior Living LLC an indiana limited liability company with principal business address of 301

Carmel Drive Suite C300 Carmel Indiana 46032 317 669-8404 the Company was formed to develop own and

operate senior living facility in Hendricks County Indiana This Offering Circular this Offering Circular relates

to the offering and sale the Offering by the Company through David Noyes Company as the exclusive

placement agent the Placement Agent of the following securities which will be issued together

9% Unsecured Debentures due December 31 2017 each Debenture and collectively the Debentures
and bearing interest payable quarterly in arrears beginning on June 2013 at fixed rate of 9% per annum together

with

Warrants to purchase Class Units of the Company each Unit and collectively the Units at price of

$50 per Unit exercisable at any time beginning December 31 2015 and ending on December 31 2022 each
Warrant and collectively the Warrants which will be issued to purchasers of Debentures at the rate of Warrants to

purchase 20 Units for each $1000 principal amount of Debentures purchased

The Debentures and the accompanying Warrants will be issued and sold together for combined purchase price equal

to 100 percent of the principal amount of Debentures purchased Whenever the term Securities is used in this

Offering Circular such term shall be read to include the Debentures the Warrants and any Unit or Units purchasable

pursuant to the exercise of Warrant except where the context requires otherwise

THESE ARE SPECULATIVE SECURITIES AND THEY INVOLVE HIGH DEGREE OF RISK SEE

RISK FACTORS BEGINNING ON PAGE

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION DOES NOT PASS UPON THE
MERITS OF OR GIVE ITS APPROVAL TO ANY SECURITIES OFFERED OR THE TERMS OF THE
OFFERING NOR DOES IT PASS UPON THE ACCURACY OR COMPLETENESS OF ANY OFFERING
CIRCULAR OR OTHER SELLING LITERATURE THESE SECURITIES ARE OFFERED PURSUANT TO
AN EXEMPTION FROM REGISTRATION WITH THE COMMISSION HOWEVER THE COMMISSION
HAS NOT MADE AN INDEPENDENT DETERMINATION THAT THE SECURITIES OFFERED
HEREUNDER ARE EXEMPT FROM REGISTRATION

Est Offering Net Proceeds to the
Purchase Price Placement Fee1

Expenses2 Company

Per $25000 Principal Amount of

Debentures3 and Accompanying $25000 $1750 $350 $22900

Warrants

Total Minimum Offering $100000
$2250000 $157500 $1992500

Amount

Total Maximum Offering $100000
$2500000 $175000 $2225000

Amount

DA Jw No YES COMPANY

The date of this Preliminary Offering Circular is December 21 2012

Thc Company will pay 7% placement fee in cash to the Placement Agent and will issue warrants to thc Placement Agent entitling it

to purchase 5000 or 5200 Class Units depending on whether the Minimum or Maximum Offering Amount is achieved Such

warrants will have the same terms as the Warrants being sold to investors

Represents estimated expenses that the Company will incur to reimburse the Placement Agent for its counsel fees and other expenses

and for printing

Ihe Debentures will be sold in increments of$I.000 with minimum principal amount per Debenture of $25000 unless otherwise

expressly agreed by the Company



TABLE OF CONTENTS

INVESTOR NOTICES AND WARNINGS

SUMMARY
RISK FACTORS

INVESTOR SUITABILITY REQUIREMENTS 16

OBTAINING ADDITIONAL INFORMATION 17

THE COMPANY 18

Formation 18

Governance 18

THE PROJECT 19

The Senior Living Facility
19

Construction 20

Management of the Senior Living Facility
20

The Real Estate 21

Bank Loan 22

Licensing and Inspections
22

Operational
Plan 22

MANAGEMENT 23

DESCRIPTiON OF THE OFFERING 25

Summary Description of the Offering and Securities 25

Securities Law Compliance Matters 27

Minimum Offering Requirements 27

DESCRIPTION OF TUE SECURITIES 29

The Debentures 29

The Wanants 33

The Class Units 33

USE OF THE PROCEEDS 35

The Offering
35

Total Project
35

PRO FORMA BALANCE SHEET 36

PROJECTED FINANCIAL INFORMATION 37

PRO FORMA OWNERSHIP AND DILUTION 38

CONFLICTS OF INTEREST 42

INDEMNIFICATION

FEDERAL INCOME TAX MATTERS 44

STATE AND LOCAL TAXES 47

HOW TO IN VEST 48

SELLING ARRANGEMENTS AND PLACEMENT AGENT 49

EXHIBIT -SUBSCRIPTION DOCU MENTS

EXHIBIT AMENDED AND RESTATED OPERATING AGREEMENT
EXHIBIT FORM OF DEBENTURE

EXHiBIT FORM OF WARRANT
EXHIBIT COMPANYS FINANCIAL PROJECTIONS



INVESTOR NOTiCES AND WARNINGS

THE SECURITIES HAVE NOT BEEN RECOMMENDED APPROVED OR DISAPPROVED BY THE
UNiTED STATES SECURITIES AND EXCHANGE COMMISSION ANY STATE SECURITIES LAW
DIVISION OR COMMISSION OR OTHER REGULATORY AUTHORITY AND NONE OF THE
FOREGOING AUTHORITIES HAVE PASSEI UPON OR ENDORSED THE MERITS OF THIS
OFFERiNG OR THE ACCURACY COMPLETENESS OR ADEQUACY OF THIS OFFERING
CIRCULAR

THERE IS NO MARKET FOR THE SECURITIES AND NO SUCH MARKET IS EXPECTED TO
DEVELOP FOLLOWING THE OFFERING IN ADDITION THE UNITS ARE SUBJECT TO
RESTRICTIONS ON TRANSFERABILITY UNDER THE COMPANYS OPERATING AGREEMENT
AND THE DEBENTURES AND THE WARRANT ARE SUBJECT TO CERTAIN TRANSFER
RESTRICTIONS SET FORTH IN THE INDENTURE AND THE WARRANT

INVESTMENT IN THE SECURITIES SHOULD ONLY BE MADE AFTER CAREFUL CONSIDERATION
OF ALL OF THE INFORMATION CONTAINED iN THIS OFFERING CIRCULAR INCLUDING THE
VARIOUS RISK FACTORS DISCUSSED HEREIN IN MAKING AN INVESTMENT DECISION AN
INVESTOR MUST RELY ON ITS OWN EXAMINATION OF THE COMPANY AND THE TERMS OF
THE OFFERING INCLUDING THE MERITS AND THE RISKS INVOLVED

THE INFORMATION PRESENTED IN THIS MEMORANDUM WAS PREPARED BY THE COMPANY
AND IS BEING FURNISHED SOLELY FOR THE RECIPIENTS USE JN CONNECTION WITH THE
OFFERING CERTAiN STATEMENTS CONTAINED IN THIS MEMORANDUM ARE SUMMARIES
AND DO NOT PURPORT TO BE COMPLETE THEY ARE SUBJECT TO AND ARE QUALIFIED IN

THEIR ENTIRETY BY REFERENCE TO THE DOCUMENTS OR AGREEMENTS REFERRED TO
HEREIN

THIS OFFERiNG CIRCULAR TOGETHER WITH ANY AMENDMENTS OR SUPPLEMENTS AND
ANY OTHER iNFORMATION THAT MAY BE FURNISHED BY THE COMPANY INCLUDES OR MAY
INCLUDE CERTA IN FORWARD-LOOKING STATEMENTS ESTIMATES AND PROJECTIONS WITH
RESPECT TO THE COMPANYS ESTIMATED FUTURE PERFORMANCE EXAMPLES OF
FORWARD-LOOKING STATEMENTS INCLUDE STATEMENTS REGARDING THE COMPANYS
FUTURE FINANCIAL RESULTS OPERATING RESULTS BUSINESS STRATEGIES PROJECTED
EXPENSES AND REVENUES SERVICES COMPETITIVE POSITIONS AND PLANS AND
OBJECTIVES OF MANAGEMENT FOR FUTURE OPERATIONS IN SOME CASES FORWARD-
LOOKING STATEMENTS CAN lIE IDENTIFIED BY TERMINOLOGY SUCH AS MAY WILL
SHOULD WOULD EXPECTS PLANS ANTICIPATES BE LI EVES ESTIMATES
PREDICTS POTENTIAL CONTINUE OR THE NEGATIVE OF THESE TERMS OR OTHER
COM PARABLE TERMINOLOGY SUCH FORWARD-LOOKING STATEMENTS ESTIMATES AND
PROJECTIONS ARE NOT GUARANTEES OF FUTURE PERFORMANCE AND REFLECT VARIOUS
ASSUMPTIONS OF THE COMPANYS MANAGEMENT THAT MAY OR MAY NOT PROVE
CORRECT AND INVOLVE VARIOUS RISKS AND UNCERTAINTIES OVER WHICH THE COMPANY
MAY HAVE NO INFLUENCE OR CONTROL THESE AND MANY OTHER FACTORS COULD
AFFECT THE COMPANYS FUTURE FINANCIAL AND OPERATING RESULTS AND COULD CAUSE
ACTUAL RESULTS TO DIFFER MATERIALLY FROM EXPECTATIONS

NO PERSON OR ENTITY OTHER THAN THE PLACEMENT AGENT HAS BEEN AUTHORIZED TO
GIVE ANY INFORMATION OR TO MAKE REPRESENTATIONS IN CONNECTION WITH THE
OFFERING OTHER THAN THE INFORMATION AND REPRESENTATIONS CONTAINED IN THIS

OFFERING CIRCULAR OR OTHERWISE APPROVED BY THE COMPANY AND IF SUCH
INFORMATION OR REPRESENTATIONS ARE GIVEN THEY MUST NOT BE RELIED UPON AS
HAVING BEEN AUTHORIZED BY THE COMPANY



PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS OF THIS OFFERING
CIRCULAR OR ANY PRIOR OR SUBSEQUENT COMMUNICATION FROM TIlE COMPANY ITS

OFFICERS OR ANY PROFESSIONAL ASSOCIATED WITH THE COMPANY OR THE OFFERING AS
LEGAL OR TAX ADVICE EACH INVESTOR SHOULD CONSULT HIS HER OR ITS OWN
PERSONAL LEGAL COUNSEL ACCOUNTANT AND OTHER PROFESSIONAL ADVISORS AS TO
THE LEGAL TAX ECONOMIC AND OTHER IMPLICATIONS OF AN INVESTMENT DESCRIBED
HEREIN AND ITS SUITABILITY FOR HIM HER OR IT

ANY FEDERAL TAX DISCUSSION CONTAINED IN THIS OFFERING CIRCULAR WAS WRITTEN IN

CONNECTION WITH THE OFFERING AND IS NOT INTENDED OR WRITTEN TO BE USED AND
CANNOT BE USED BY ANYONE FOR THE PURPOSE OF AVOIDING FEDERAL TAX PENALTIES
THAT MAY BE IMPOSED BY THE FEDERAL GOVERNMENT PROSPECTIVE INVESTORS ARE
URGED TO CONSULT THEIR OWN INDEPENDENT TAX ADVISORS LAWYERS OR
ACCOUNTANTS WITH SPECIFIC REFERENCE TO THEIR OWN TAX SITUATIONS



SUMMARY

Reagan Park Senior Living LLC an Indiana limited liability company with principal business address of 301

Cannel Drive Suite C300 Cannel Indiana 46032 17 669-8404 the Company was formed on February 23
2009 to operate senior living facility in Hendricks County Indiana the Senior Living Facility The Company
has formed wholly owned subsidiary Reagan Park Senior Living AL LLC an Indiana limited liability company

the Real Estate Subsidiary to own the real estate and improvements which will comprise senior living facility

upon completion of construction The facility will be approximately one-quarter mile west from the recently

expanded indiana University Health West Hospital campus 11 is anticipated the facility will be two story building

containing approximately 63555 sq ft containing 81 residential units in total of which 19 will be studio units 28

will be one bedroom units 12 will be two bedroom units and 22 will be private memory care units The memory
care units will be located in restricted access portion of the building and will be primarily available to residents

that suffer from Alzheiniers disease and other forms of age-associated memory impairment The facility is

expected to have one or more nurses on duty 24 hours per day In addition the facility will provide meal services

through its kitchen and dining facilities and the Company expects that it will have the following amenities one or

more fishing ponds an emergency response system scheduled transportation theatre room fitness center ice cream

parlor full service restaurant walking paths laundry facilities 24 hour nursing staff chapel lounges computer

center and library See The Project The Senior Living Facility The facility will be managed as single

integrated community by Traditions Management LLC an Indiana limited liability company the Management
Company pursuant to management agreement between the Management Company and the Company as more

fully described below See Management of the Senior Living Facility The Management Company is owned by

LBG Management LLC 50% GLF Realty Inc 25% and Wagner Reese Properties LLC 25% See Conflicts

of Interest

This Offering Circular this Offering Circular relates to the offering and sale the Offering by the Company
through David Noyes Company as the exclusive placement agent for the Offering the Placement Agent
of the following securities which will be issued together

9% Unsecured Debentures due December 31 2017 each Debenture and collectively the

Debentures issuable in increments of $1000 with minimum purchase requirement per

investor of $25000 which may be waived by the Company in its discretion to $15000 and

maximum purchase amount per investor of $500000 unless otherwise expressly agreed by the

Company Interest on the Debentures will be payable quarterly in arrears beginning on June

2013 at fixed rate of 9% per annum Interest will begin accruing upon the release of funds to

the Company from the escrow and principal will be due in single payment on December 31

2017 accompanied by

Warrants to purchase Class Units of the Company each Unit and collectively the Units
at price of $50 per Unit exercisable at any time beginning December 31 2015 and ending at

500 p.m Eastern Time on December 31 2022 each Warrant and collectively the

Warrants which will be issued to purchasers of Debentures at the rate of Warrants to

purchase 20 Units for each $1000 principal amount of Debentures purchased

The Debentures and the accompanying Warrants will be issued and sold together for combined purchase price

equal to 100 percent of the principal amount of Debentures purchased See The Offering Purchase Price

Whenever the term Securities is used in this Offering Circular such term shall be read to include the Debentures
the Warrants and any Unit or Units purchasable pursuant to the exercise of Warrant except where the context

requires otherwise

The Real Estate Subsidiary has received commitment letter relating to financing from Merchants Bank of Indiana

the Bank or the Lender First the Lender is proposing construction loan with an interest rate of 325 basis

points above the LIBOR per annum likely to be between 4% and 5% with floor of 4% and an 18 month term

with interest only payments required to be made during the term of the loan the Construction Loan Second
the Lender is proposing mini-permanent loan with an interest rate of 350 basis points over the Federal Home Loan

Bank of Indianapolis cost of funds per annum likely to be between 4.75% and 6.75% year term and amortized

over 30 years the Mini-Perm Loan It is anticipated that the total proceeds from the Lender will be



approximately $8406000 which will sometimes be referred to as the Bank Loan in this Offering Circular In

addition the Bank Loan will require certain members of the Company namely Wagner Reese Properties LLC GLF

Realty Inc LBG Reagan Park LLC and the owners of these entities to provide guarantees

This Offering is contingent upon the receipt by Merchants Bank of Indiana as escrow agent for the Offering the

Escrow Agent of subscriptions to purchase Debentures and accompanying Warrants with minimum

aggregate principal amount of $2250000 the Minimum Offering Amount on or before March 31 2013 such

date as it may be extended the Expiration Date The Company reserves the right to extend the Expiration Date

in its sole and absolute discretion but in no event longer than 90 days The Escrow Agent has been directed to

promptly return all amounts tendered by prospective investors with interest if subscriptions for the Minimum

Offering Amount are not received by the Expiration Date and the Company elects not to extend the Expiration

Date The Company will not issue and sell Debentures and accompanying Warrants with maximum principal

amount exceeding $2500000 the Maximum Offering Amount See Selling Arrangements and How to

Invest

The subscription documents will be held at Merchants Bank of Indiana and funds shall not be released to the

Company from the Escrow Account until the Minimum Offering Amount has been received

The Company intends to use the proceeds of this Offering net of offering expenses and fees as part of the equity

requirement to obtain the Bank Loan to pay various fees relating to the Project and this Offering to establish and

fund separate account not sinking fund and not collateral or security for repayment of the Debentures or other

obligations for purpose of funding the payment of interest on the Debentures for period of at least 12 months and

the Companys Bank Loan and for general working capital purposes all as more particularly described in this

Offering Circular See Use of Proceeds

There is no public market for any of the Securities and no such market is expected to develop following the

Offering



RISK FACTORS

An investment in the Securities involves Fiji deiree of risk and should be regarded as speculative

Prospective purchasers should consider carefully the following risk J2wlors among others in addition to the other

information presented in this 0ffiring Circular in evaluating the Company the Companys business and possible

investment in the Securities

RISKS RELATED 10 filE PROJECT

Projections

The projections of income and
expense prepared by the Company were prepared in November 2012 While

the Company believes those projections are valid general economic conditions may change and the changed

conditions may affect the assumptions used in making those projections market feasibility analysis of the Senior

Living Facility was prepared by Terzo Bologna Inc in April 2012

The Companys projections show that the Company will not produce enough income to cover debt service

for the Bank Loan and to pay interest on the Debentures until at least the 13th month of operation after substantial

completion of construction and the 25th month after the commencement of construction Rent up may be slower

than projected and may be much slower Unanticipated expenses adverse to the Company may further impair the

Companys ability to pay the interest and principal due on the Debentures

Occupancy of the Senior Living Facility

If the Senior Living Facility does not achieve and maintain adequate occupancy levels the Senior Living

Facility may not generate sufficient revenue to satisfj its operating obligations which may ultimately result in the

failure to meet Lender operating standards and/or in foreclosure of the mortgage loss to the Companys creditors

including the holders of the Debentures and loss of the Members capital contributions the Company There can

be no assurance that the Senior Living Facility will maintain sufficient occupancy levels or that expenses related to

the Senior Living Facility will meet forecasted amounts

Occupancy Assumptions

Investors should consider that the Company used projections and made various occupancy vacancy

assumptions The occupancy assumptions for the Senior Living Facility are based on several factors including Leo

Brown Groups past lease-up experiences with other senior living communities and third party data from the market

studies and appraisal associated with the Senior Living Facility Our analysis of these factors suggests that the

lease-up and occupancy assumptions for the Senior Living Facility are representative of current market lease-up and

occupancy conditions for other senior living facilities of the quality and
scope

of the Senior Living Facility The

Companys assumption of vacancy could be too optimistic Should the Company not achieve the occupancy

projected its assumptions the Company may not have sufficient cash flow to cover its debt obligations on the Bank

Loan and/or to pay interest on or principal of the Debentures

Revenues And Operating Results Are Subject To Fluctuations

The Companys revenue and operating results may vary significantly from projected amounts and fluctuate

substantially from quarter to quarter due to number of factors many of which are likely to be outside of the

Companys control These factors each of which could adversely affect the Companys ability to service its debts as

and when they become due include

construction delays

lower than anticipated demand for the Companys senior living facilities and services

loss of key business partners and employees

the ability to attract train and retain qualified personnel

general economic and market conditions

governmental regulations

the failure to obtain or maintain any necessary licenses

changes in sales marketing and advertising costs that the Company incurs to attract and retain tenants



greater than anticipated competition and

changes in pricing policies or the pricing policies of competitors

Due to the above factors among others revenues and operating results are difficult to forecast Any
significant change in circumstances in relation to expectations could have material adverse effect on the

Companys business results of operations prospects and financial condition

Acceptance of Companys Services

There is no certainty that the Companys targeted customers will accept or purchase the services and

housing offered by the Company in sufficient quantities to make operations profitable The Companys projections

are based upon certain assumptions regarding the anticipated acceptance of the Companys services in the targeted

market If the market does not accept the Companys housing options and services in the manner and within the time

frame projected by the Company the Company may be unable to achieve profitability or even to service its debts

including the Debentures

Dependence on Mana2elnent Need to Attract Additional Personnel

The individuals who will serve on the Board of Managers under the Operating Agreement have limited

prior experience operating an apartment project or housing project for senior citizens lherefore the Companys
future success depends heavily on the services of its licensed manager The loss of services from the licensed

manager could have material adverse effect on the Companys business results of operations prospects and

financial condition At this time the Company has no key-man life insurance in place on any of the members of its

management team including without limitation the licensed manager There is no guarantee that the executive

officers and key consultants of the Company will be able to work together effectively and their failure to do so

could have material adverse effect on the Companys business results of operations prospects and financial

condition The Company may be unable to retain key employees or to attract assimilate and retain other highly

qualified employees in the future If the Company fails to attract additional qualified personnel or is unable to

manage such personnel the Companys business results of operations prospects and financial condition could be

materially and adversely affected

We face numerous competitors and if we are unable to compete successfully we could lose occupancy

revenues and earnin2s

Our business is highly competitive particularly with respect to private pay residents We compete locally

and regionally with other long-term care providers including assisted and independent living providers congregate

care providers home healthcare providers skilled nursing facilities and continuing care retirement communities

including both for-profit and not-for-profit entities We compete based on price the types of services provided

quality of care reputation and the age and appearance of residences Because there are relatively few barriers to

entry in the senior living industry competitors could enter the area in which we operate with new residences or

upgrade existing residences and offer residents more appealing residences with more amenities than ours at lower

cost The availability and quality of competing residences in the area in which we operate can significantly

influence occupancy levels The entrance of any additional competitors or the expansion of existing competing
residences could result in our loss of occupancy revenues and earnings

Competition

Within the primary market area surrounding the Senior Living Facility there are eight competitive senior

living facilities that total 437 units On average these facilities are fifteen years old The majority of assisted living

units that were built fifteen years ago primarily contain smaller studio and one bedroom units and virtually no two

bedroom units We have observed trend in the desires of current seniors who are considering moving to new

facility that they would like to have more unit options that offer larger units and more one and two bedroom unit

choices In addition with the growing population of seniors in the United States there is need for more dedicated

secured areas within senior living facilities that cater directly to the care of those with Alzheimers and/or age

associated memory impairment The majority of the competitive properties in the primary market area do not have

such dedicated secured areas for the care of these individuals Despite the age of the competitive facilities in the

primary market area and the fact that the majority of them do not have dedicated secured areas for seniors with



memory impairments occupancies at these facilities are strong For example the facilities that have been built in

the primary market area since the
year 2000 are operating at an average

of 93% which is strong occupancy

number We believe the new Senior Living Facility should be well received within the primary market area due to

the fact that it will offer larger units and more one and two bedroom options as well as dedicated secured area for

the care of seniors with memory impairments

In addition to existing facilities in the market there is facility being constructed within one mile of the

proposed Senior Living Facility This facility is short-term skilled nursing facility with wing of 30 private pay

skilled nursing units which may be classified as assisted living units This facility will likely by licensed as

skilled nursing facility which differs from the licensed residential care licensure of our Senior Living Facility The

portion of this facility being referred to as assisted living will likely be private-pay skilled wing that will be

utilized at the time when their Medicare patients exceed the reimbursement timing limit for Medicare but still cannot

go home and need additional skilled care At that point they will transition into the facilitys assisted living wing

but essentially pay out of their own pockets for skilled care

Construction Delays

If construction is delayed rent up of the Senior Living Facility will be delayed but most likely the date for

commencement of payments on the Bank Loan will not be extended so while revenues will be less than anticipated

full debt payments will be required The amount of interest required to be paid during the construction period may

increase but the amount to pay interest provided in the construction loan will not increase so the Company may
have increased costs with no revenue to pay them This very likely could cause default on the Bank Loan or at

least will require the Company to find additional sources of funds which may or may not be feasible Delays may
also cause loss of potential residents who need to have housing or care and have to go to other facilities Typically

delays in starting rent up cannot be made up by increasing occupancy since it takes certain amount of time to rent

up new facilities

Construction

The Senior Living Facility needs to be constructed and the Company may use part of the proceeds of this

Offering for costs related to construction The Company has not entered into any binding construction contracts

Currently it is anticipated that Grand Industrial LLC will serve as the General Contractor Grand Industrial LLC is

under common ownership of Leo Brown Group LLC There can be no assurance that the Senior Living Facility can

be constructed at the costs anticipated or that construction will not be delayed and possibly materially delayed

Delays could result from the inability of the Company to enter contracts with the contractors in timely fashion

unanticipated conditions because the Lender does not close the Bank Loan when requested or they require changes

to the plans or permits are not timely obtained Construction may also be delayed because of strikes weather

scarcity of materials or for other causes Any material delay of construction will most likely increase construction

costs including interest and carrying costs during the construction period and will also result in delayed rent up and

lower early occupancy Disputes could arise with subcontractors which could result in liens and other increased

costs and delays Projects like the Senior Living Facility are frequently subject to delays for the above or other

reasons The Company may not have sufficient funds available to pay for any or all increased costs resulting from

construction delays or otherwise

The Company Is Start-Up and Has No OperatinLHistory

The Company has not yet commenced business and has no operating and financial history The business

and financial risks facing the Company in the early stages of development are substantial and could result in partial

or total loss of an investors investment The Company has outlined plan to develop its business but has no

operating history upon which to base its plan Thus while the Companys management believes the plan to be

reasonable it may not be achieved The Company is subject to all the risks inherent in establishing new enterprise

and its possibilities of success must be considered in light of the problems expenses difficulties complications and

delays encountered in connection with the formation of any new business and the competitive environment in which

the Company will operate The Company may not be successful in addressing these risks and the Companys
business strategy may not be successful These risks include but are not limited to the ability to

complete construction of the Senior Living Facility on schedule and within budget



fulfill all regulatory requirements necessary for operation

effectively market the Senior Living Facility and quickly attract and retain sufficient residents

respond to competitive developments including the introduction of equal or superior services within close

geographic proximity by competitors

attract retain and motivate qualified personnel

obtain any additional financing when and if necessary

grow the business to reach at least break-even financial position and

anticipate and adapt to changing market conditions

High Debt Insufficient Capital

While the Company believes that the proceeds of the Bank Loan and this Offering should be sufficient to

permit the Company to construct the Senior Living Facility and sustain operations until the Company achieves

profitability it is possible that such amount may in fact be insufficient in the event operating or start-up costs are

greater than expected or in the event the Company experiences unanticipated cash needs the Company would need

to find additional sources of funding in order to sustain its operations until the Senior Living Facility becomes

profitable if ever or the Company may be unable to commence operations or may be forced to shut down

operations and liquidate In addition the Company has high levels of debt for borrowed funds It does not have any

identified source of financing to repay or refinance the Bank Loan and failure to obtain such source of financing

could therefore result in the Companys insolvency The foregoing failures could result in the loss of all or portion

of an investors investment in the Debentures and Warrants

Unfavorable economic conditions such as recessions high unemployment and declining housing markets

adversely affect the ability of seniors to afford our resident fees and could cause occupancy revenues and

earnings to decline

Economic downturns limit the ability of seniors to afford our resident fees High unemployment levels

may limit the ability of family members to provide financial support and may provide family members with the time

necessary to take care of seniors in their homes Some residents depend on income from the sale of their homes or

from other investments or financial
support from family members in order to afford our resident fees Costs to

seniors associated with senior living services are not generally reimbursable under government reimbursement

programs such as Medicare and Medicaid Our occupancy rates and revenues could decline if we are unable to

retain or attract seniors with sufficient income assets or other resources required to pay the fees associated with

senior living services

Dependence on Providing Quality Services

The success of the Company is dependent on the Companys ability to continue to offer senior housing and

services which are relevant to its target market keep pace with evolving industry standards and respond to changing

customer requirements in order to reach and maintain full capacity at the senior living facility The failure to do so

will likely have an adverse effect on the Companys business results of operations prospects and financial

condition

Decisions by residents to terminate their residency agreements could adversely affect our occupancy revenues

and earnings

State regulations governing assisted living residences require written residency agreement with each

resident These regulations also require that residents have the right to terminate their residency agreements for any

reason on reasonable notice Accordingly our residency agreements may allow residents to terminate their

agreements upon to 30 days notice If multiple residents terminate their residency agreements at or around the

same time our occupancy revenues and earnings could decrease

Labor costs comprise substantial portion of our operating expenses An increase in wages as result of

shortage of qualified personnel or otherwise or an increase in staffing requirements as result of regulatory

changes could substantially increase our operating costs and reduce our earnings



We compete with other healthcare providers for residence directors and nurses and with various industries

for healthcare assistants and other employees shortage of nurses and other trained personnel and general

inflationary pressures may force us to enhance our wage and benefits packages in order to compete for qualified

personnel In order to supplement staffing levels we periodically may be forced to use more costly temporary help

from staffing agencies Because labor costs represent substantial portion of our operating expenses increases in

wage rates could increase costs and reduce earnings In addition regulatory changes could increase staffing

requirements which could increase costs and reduce earnings

Reliance on Reputation

The Companys revenues will be highly dependent on creating and maintaining reputation for quality

This reputation is based in part on consumer perceptions as to variety of subjective qualities and could be damaged

by incidents that erode consumer trust To the extent consumers perceive the quality of the Companys Senior Living

Facility and services including food service and nursing care to be less desirable the Companys ability to attract

customers may be hindered The Companys business results of operations prospects and financial condition will be

materially and adversely affected if customers perceive the quality of the Companys services to be less desirable

than its competitors

If we fail to cultivate new or maintain existing relationships with resident referral sources in the markets in

which we operate our occupancy revenues and earnings may deteriorate

Our ability to improve our overall occupancy revenues and earnings depends on our reputation in the

communities we serve and our ability to successfully market to our target population large part of our marketing

and sales efforts is directed towards cultivating and maintaining relationships with key community organizations

who work with seniors physicians and other healthcare providers in the communities we serve whose referral

practices significantly affect the choices seniors make with
respect to their long-term care needs If we are unable to

successfully cultivate and maintain strong relationships with these community organizations physicians and other

healthcare providers our occupancy revenues and earnings could decline

No Earnin2s to Cover Early Interest Payments Due on Debentures and Bank Loan

Payments of interest on the Debentures commence on June 2013 and payments of interest on the Bank

Loan are expected to commence on or about one month after the construction begins These dates are substantially

before construction will be completed and also substantially before there is any reasonable expectation that the

Company will have
any revenue from operations Even assuming that construction is completed within eleven

months and even assuming that the Company is able attain its projected revenue targets it is unlikely that revenues

from the Senior Living Facility will be sufficient to make any payments on the Debentures and the Bank Loan until

approximately 25 months after the start of construction If construction is delayed or if the Company does not

achieve projected revenue targets as quickly as projected it could be even longer before the Company has sufficient

revenues to make any payments on the Debentures and Bank Loan Due to this expectation of lack of internally-

generated earnings or other sources of cash flow to service the interest payments that will come due on the

Debentures and the Bank Loan during at least the first 25 months or such longer period if ever as the Company
begins to achieve sufficient cash flow to service its interest costs the Company has agreed to establish separate

account into which $212500 of the proceeds of this Offering will be contributed assuming the maximum offering

amount is reached and from which interest payments will be made This amount should cover the Bank Loan and

Debenture interest payments for twelve months after which the proceeds of the Bank Loan will be used to make

interest payments on the Debentures and Bank Loan until the Company is able to pay interest Out of cash flow from

operations See Description of the Offering The Debentures As disclosed above however this separate

account does not serve as collateral security and is not legally pledged to the payment of interest on the Debentures

and no holder of any Debenture would have any security interest in or special claim to such reserve Therefore such

reserve would be general asset of the Company and would be subject to attachment by the Companys other

creditors in the event the Company does not satisf its obligations to such creditors as and when they become due
There is no guarantee that the Company will have sufficient net assets in 2017 to pay the principal amount of the

Debentures at their maturity and/or to secure alternate financing with which to repay the Debentures



Unit Mix

While the current plan contemplates certain mixture of studio one bedroom two bedroom and private

memory care units the Managers may decide to alter amend or change the amount type or location of the various

units depending upon demand and other factors This could have negative effect on the Companys profitability

and therefore its value

Appreciation

There is no assurance that the Senior Living Facility will operate at profit will appreciate in value or will

be sold at profit The marketability and value of the Senior Living Facility will depend on many factors beyond

the control of the Company its Managers and its officers Since investments in real estate are generally illiquid

there is no assurance that there will be market for resale of the Senior Living Facility in the future

Dependence on Debt Financing

The Company is primarily dependent upon debt financing to Construct the Senior Living Facility and to

begin operations including the financing provided by the Bank Loan and the Debentures There is possibility that

due to the occurrence of events not currently contemplated by the Company the Lender will be unwilling or unable

to proceed to closing of the Bank Loan En such an instance the Company would need to find alternative financing

or additional capital arid based on current economic conditions it is quite likely that the Company will not be able

to obtain financing in an amount or on terms that are acceptable to the Company Without such additional financing

or capital the Company will not be able to construct the Senior Living Facility and begin operations Closing of the

Bank Loan is therefore condition to the closing of the sale of Debentures under this Offering

Laws Regulations and Inspections

As limited health care provider the Senior Living Facility will be subject to laws and governmental

regulations applicable to senior living facilities and will be subject to oversight from state and local health

departments as well as by Lender inspectors The need to comply with such laws and regulations may increase the

Companys cost of doing business and decrease its net revenues Such requirements may relate to personnel

education training and record keeping administration and supervision of medication the provision of limited

nursing services documentation reporting and safe-keeping of information confidentiality of patient information

staffing the use of licensed personnel monitoring of resident weilness physical plant inspections furnishing of

residential units food services housekeeping services residents rights emergency evacuation plans and the like

The Senior Living Facility will also be subject to state and local building fire and food safety codes

Regulation of the senior living industry is evolving and the Companys operations could suffer as result

of future regulatory developments such as mandatory increase in the scope of care required to be given to

residents or change in licensing standards

Certain required licenses and other governmental approvals including but not limited to the Companys
health facility license cannot be obtained until construction is complete and the Senior Living Facility has at least

one resident To the extent regulatory bodies determine that the Senior Living Facility is not meeting the standards

required by applicable statutes and regulations costs to cure such deficiencies together with fines may be incurred

and the Company may not be able to obtain or may lose the licenses and approvals which are necessary for

operation of the Senior Living Facility In such an event the Company may not be able to open or rent up the units

at the Senior Living Facility quickly enough or may be unable to achieve profitability and likely will not be able to

service its debts including the Debentures

We may not be able to increase residents fees enough to cover increased energy food or other costs which

could reduce our earnings

Energy and food costs comprise significant portion of our operating expenses We generally try to pass

increases in energy food and other costs on to our residents but may not be able to if residents are not able to afford

the increased costs Increased energy food and other costs could reduce earnings lower revenues from lower

occupancy following rate increases or both
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We operate in regulated industry Failure to comply with laws or government regulation could lead to fines

and penalties

The regulatory requirements for assisted living residence licensure generally prescribe standards relating to

the provision of services resident rights qualification and level of staffing employee training administration and

supervision of medication needs for the residents and the physical environment and administration These

requirements could affect our ability to expand into new markets to expand our services and residences in existing

markets and if any of our presently licensed residences were to operate outside of its licensing authority may

subject us to penalties including closure of the residence Future regulatory developments as well as mandatory

increases in the scope and severity of deficiencies determined by survey or inspection officials could cause our

operations to suffer

We face periodic reviews audits and investigations from federal and state government agencies and these

audits could have adverse findings that may negatively impact our business

We are subject to various governmental reviews audits and investigations to verify our compliance with

these programs and applicable laws and regulations An adverse review audit or investigation could result in

refunding fines penalties and other sanctions loss of our right to participate in one or more private payer networks

and damage to our reputation We also are subject to potential lawsuits under federal whistleblower statute

designed to combat fraud and abuse in the healthcare industry These lawsuits can involve significant monetary

awards to private plaintiffs who successfully bring these suits

We plan that minor portion of our resident fees will be funded through the Medicaid Waiver program

Our strategy includes the use of the State of Indianas Medicaid Waiver program for seniors for minor

portion of our resident fee income This portion of our revenue would be subject to either an increase or decrease of

the Medicaid pay rate thus positively or adversely affect our operations and financial results

Potential Litigation

Although the Company is unaware of any threatened or pending litigation against the Company there can

be no assurance that future claims will not be asserted and that even if without merit the cost to defend against such

claims could be significant thus having material adverse effect on the financial condition and its ability to service

its debts as and when they become due including the Debentures Further if disputes arise during construction the

General Contractor or subcontractors may commence legal actions or file liens which even if not well-founded

may delay the Companys ability to open the Senior Living Facility for business or cause the Company to incur

additional costs which may adversely impact the Companys ability to service its debts including the Debentures

The Real Estate

Although the Real Estate Subsidiary has an exclusive option to acquire the Real Estate it has not yet

acquired fee simple title to the Real Estate The Lender may be unwilling to proceed to the closing of the Bank

Loan or may delay such closing if sufficient funds are not available to purchase the Real Estate on the date of the

closing The closing of the Bank Loan is condition to the closing of this Offering

Based on inspections of the Real Estate the Company believes that the Real Estate will be suitable for the

Senior Living Facility however it is possible that unknown or unanticipated conditions exist on the Real Estate that

would make the Real Estate unsuitable for development as Senior Living Facility In such an event the Company
would have to locate and acquire alternative real estate for the Senior Living Facility which would be costly time

consuming and difficult and there is no assurance that the Company would be able to acquire replacement real

estate on terms which are acceptable to the Company In any event the acquisition of replacement real estate even

if possible would very likely increase costs reduce profitability and prevent the Company from making payments

on the Debentures as and when they become due if at all
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Economic Emer2ency

The nations economy has been in prolonged recovery
from severe recession which many have been

labeled as an emergency lengthy continued or deepening recessionary economy may make the Companys

targeted customers less willing or able to lease units or to do business with the Company may hurt the Companys

ability to develop its business plan and may hamper the Companys ability to obtain financing or capital resources

Compliance with the Americans with Disabilities Act Fair Housin Act and fire safety and other regulations

may reQuire us to make unanticipated expenditures which could increase our costs and therefore adversely

affect our earnin2s and financial condition

Our residences are required to comply with the Americans with Disabilities Act or ADA The ADA
generally requires that buildings be made accessible to people with disabilities We must also comply with the Fair

Housing Act which prohibits discrimination against individuals on certain bases if it would cause such individuals

to face barriers in gaining residency in any of our residences In addition we are required to operate our residences

in compliance with applicable fire and safety regulations building codes and other land use regulations and food

licensing or certification requirements as they may be adopted by governmental agencies and bodies from time to

time We may be required to make substantial expenditures to comply with those requirements

Natural Disasters

natural disaster could severely harm the Companys business because the Senior Living Facility could be

severely damaged resulting in decreased rental and service revenues which in turn could have material adverse

effect on the Companys ability to service its debts as and when they become due including the Debentures

Insurance policies may mitigate portion of this risk but may not be sufficient

RISKS RElATED fO UiE SECURITIES

No Market for Debentures Warrants or Units Lack of Lijuidity

There currently is no public or other trading market for the Debentures Warrants Units or any other

securities of the Company and there can be no assurance that any market may ever exist for such securities of the

Company The Company has no plans to register the Debentures Warrants or Units and it is doubtful that any such

registration will ever occur except for any state registrations occurring in connection with this Offering Although

the Securities will generally not be restricted securities under the Securities Act of 1933 and applicable state

securities laws except for those securities sold in states pursuant to exemptions from registration the Securities

may not be transferred sold or otherwise disposed of except as permitted under the Operating Agreement

Furthermore investors in states where the Securities are sold pursuant to exemptions from registration cannot

transfer sell or assign their Securities except in compliance with the Securities Act of 1933 and state securities laws

pursuant to registration or exemption from registration As result prospective investors should be prepared to hold

the Companys securities for an indefinite period of time

Limited Disbursements

To the extent there are sufficient funds available after the Company becomes operational and profitable and

after it pays its debts including but not limited to the Companys obligations in connection with the Bank Loan and

the Debentures the Company intends to make distributions to the Members including any Debenture holders who

become Members by exercise of Warrant from available cash but the Company cannot guarantee that sufficient

funds will be available to make any distributions whatsoever to the Members Any distributions will be declared in

the discretion of the Board of Managers after the adoption of the Operating Agreement

Further distributions of available cash are subject to certain priority under the Operating Agreement First

available cash will be distributed to the holders of Class Units and Class Units until they have received

preferred return of 9% calculated as simple interest on their capital contribution Second available cash will be

distributed to the holders of Class Units and Class Units until they have received return of their capital

contributions Third available cash will be distributed to the holders of all classes of units Class Class and

Class in accordance with their relative percentage interests
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tJpon certain liquidating events including dissolution termination of the Company sale of substantially

all of the assets of the Company and after payment of or adequate provision for the debts and obligations of the

Company and after payment of all unpaid preferred returns of 9% calculated as simple interest to the holders of

Class Units and Class Units available cash is distributed first to the Members to reduce their positive capital

account balances and then to the holders of all classes of units Class Class and Class in accordance with

their relative percentage interests See The Company Governance

Claims of Existin2 Creditors Effective Subordination to Creditors of Subsidiary of Company

The Company and the Real Estate Subsidiary will continue to owe substantial sums even if the maximum

amount of capital is raised in this Offering to its existing and contemplated creditors including under the Bank

Loan The Company has no source of funds to satisf the claims of its creditors unless and until the Senior Living

Facility begins generating revenue if ever or the Company obtains capital from another source In the event the

Company is unable to service its debts to existing or future creditors or to make alternate payment arrangements

with such creditors such creditors may initiate legal proceedings to collect such fees in which case the Company

may be forced into bankruptcy or insolvency proceedings In such an event it is highly unlikely that the Company
would be able to satis1 its obligations under the Debentures and the holders of the Debentures could suffer

complete loss of their investment Further the claims of the holders of the Debentures to payment are effectively

subordinated to certain creditors of the Companys subsidiary See Description of the Offering-- Debentures

No Acceleration Rights under Debentures

In the event the Company fails to make one or more payments due under the Debentures there is no

provision in the Debentures allowing the holders of the Debentures to declare an acceleration of future interest

payments or the outstanding principal amount of the Debentures In other words while the holders of the

Debentures may be able to bring legal proceedings to collect the missed payment or payments such holders will

have no contractual right to demand immediate payment of future interest payments or payment of the principal

amount of the Debentures

Potential Tax Payment Liquidity Risks

The Company is structured to be taxed as partnership for federal and state income tax purposes As

result each Member of the Company will be allocated and be subject to the payment of federal and state income tax

on such Members share of the net profits of the Company if any regardless of the amount of cash or other property

distributed by the Company to such Member The Company is not required by the Operating Agreement to make

any distributions to the holders of Units including without limitation any distribution for purposes of funding

Members tax payment obligations incurred as result of allocation to such Member of net profits of the Company
unless the Board of Managers determines that the cash reserves for the Company are adequate and there are no

restrictions on distributions by the Lender Although it is the Companys intention to make distributions to

Members of the Company to enable them to satisfy any federal state and local income tax liabilities that may result

from the allocation of income to them and the Bank Loan currently permits this as long as the Company is not

otherwise in default it is possible that purchaser of Units pursuant to Warrant might incur tax payment

obligation as result of having made an investment in the Units and yet not have received any cash from the

Company with which to pay tax obligations

Conflicts of Interest

The interests of the Company and its subsidiary may conflict from time to time Moreover several

members of the Board of Managers have entered into various business transactions with the Company and
therefore have potential conflicts of interest which may affect their decision making with respect to the Company
In particular Thomas Smith Stephen Wagner Michael Wagner and Greg Fuller have an ownership interest in the

Company The Placement Agent may also have conflict of interest In addition to receiving fee in connection

with its services in the Offering the Placement Agent also will receive Warrants to purchase Units of the Company
and have right to appoint replace and remove one member of the Board of Managers See Conflicts of Interest
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As result of these and similar conflicts of interest there is risk that decisions made by the members of

the Board of Managers could be influenced possibly to the detriment of the Company and the Members by one or

more of the managers outside interests which may be adverse to the Company and the disinterested Members

Purchase Price of the Units

The purchase price of the Units upon the exercise of Warrant has been established by the Company as

result of negotiations with the Placement Agent giving consideration to terminal value of the Units and target rate

of return to investors and is not necessarily indicative of the value of the Units or proportionate part of the

Companys asset value net worth or other criteria There can be no assurance that such purchase price accurately

reflects the current value of the Units or that such purchase price accurately will reflect the value of the Units at the

time Warrant is exercised in the future

Values Assigned to Debenture and Warrant

There is no market for the Securities being offered hereby and none is expected to develop for the

Debentures the accompanying Warrants or the Units underlying the Warrants In light of the absence of any

market management of the Company acting in the best interests of existing ownership and the Placement Agent

acting in the interest of its clients and its officers and employees who are prospective investors in these Securities

have addressed the appropriate allocation of values to these Securities for tax and other purposes and have

determined by mutual agreement to assign the values of 98% of the purchase price to the principal amount of the

Debentures and 2% of the purchase price to the accompanying Warrants Factors supporting the belief of the

parties that these values are reasonable and fair to both issuer and investors include the establishment by the

Company of reserve informally dedicated to the payment of interest on the Debentures the uncertainties

associated with the Senior Living Facility and the fact that the exercise price of the Warrant has been fixed prior to

determining the success of the construction and leasing efforts and the privately-held nature of the Company and

the fact that new investors will acquire minority non-marketable interest upon exercise of the Warrant

No independent valuation study has been performed or opinion issued regarding the relative allocation of the

purchase price between the two Securities by the Placement Agent or by certified public accountant or other

valuation expert The Internal Revenue Service may disagree with this allocation and in the event that the IRS

were to challenge that allocation the Company might have to incur costs to adjust the allocations of Original Issue

Discount on the Debentures for income tax purposes and adjust related tax attributes relating to ownership of the

Securities and investors may have to make adjustments to their tax returns to reflect the adjusted allocations and

values See Federal Income Tax Matters

Immediate Dilution

The book value of the capital contributions of the current Members of the Company on per Unit basis is

significantly less than $50.00 per Unit As result If Warrant holder exercises Warrant and purchases Units of

the Company at price of $50.00 per Unit the Warrant holder will experience an immediate dilution in net book

value
per Unit while existing Members of the Company will experience an immediate increase in net book value

per Unit See Pro Forma Ownership and Dilution

No Ri2ht of Member to Withdraw CaDital Contributions

Members holding Units are not entitled to withdraw or be paid back their capital contributions until

dissolution and liquidation of the Company unless the Board of Managers agrees prior to that time to make

distributions of capital to the Members In the event that the Company does not generate sufficient earnings and

cash flow from its operations to satisfy the Companys obligations to its creditors Members will not receive any

distributions of profits or any return of their capita contributions or any distribution to pay their tax obligations with

respect to any income derived from their investment in the Company

Use of Proceeds Prior to Openin2 of Facilities

Upon subscription of the Minimum Offering Amount the Company will have access to the net proceeds of

the Offering for the operation of the Company In the event construction costs are higher than anticipated revenues
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are lower than anticipated or the Senior Living Facility is unable to be completed and opened for any other reason

significant losses will very likely occur Such losses could result in the loss of all or portion of an investors

investment in the Debentures

Lack of Financial Statements

Given the Companys lack of an operating history it has not prepared any historical financial statements

other than the balance sheet included in this Offering Circular Such balance sheet has not been audited or

reviewed by an independent public accounting firm and is not presented as being in accordance with generally

accepted accounting principles The Company has no employees with accounting or financial reporting experience

and accordingly has not developed any internal controls over its financial reporting or disclosures This lack of
controls and lack of experienced officers may result in risk to investors in that the Company may unintentionally

misstate or overstate its earnings or its financial condition or liquidity or capital resources or cash flows However
after the consummation of the Offering and the transactions contemplated to incur in connection with the Offering

the Company intends to retain
proper advisors to audit its financial statements on an annual basis

Other Dilution

Except as discussed in the section above entitled immediate Dilution any Units purchased by exercise of

Warrant will not be subject to dilution as result of additional Units being issued by the Company prior to

December 31 2022 After such date however if additional capital is raised by offering additional Units of the

Company the ownership interest of an existing Member could be diluted unless such Member makes an additional

contribution of capital to the Company The amount of contribution that is required to acquire Unit in the

Company may be changed from time to time by the Board of Managers
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INVESTOR SUITABiLITY REQUIREMENTS

investment in the Securities offered by this Offering Circular involve.s hi.th de2ree of risk and is

suitable only for investors of adequate financial means who have ito need for liguiditp with respect to the

investment in the Securities There is presently no market for any of these Securities and none is ever expected to

develop As result the sale or transfer of these Securities will be severely limited and the sale and Irinisfer of

any of the Securities must be pursuant to registration statement or In accordance with the requirements of

exemptions any lisa may then existfor such resales or transfers under/lie Securities Act of 1933 as amended

the rules and regulations thereunder and any applicable state securities laws

The suitability standards discussed below represent minimum suitability standards for investors Your

satisfaction of such standards does not necessarily mean that the Securities are suitable investment for you
You are encouraged to consult your personal financial tax and legal advisors to determine whether an investment in

the Securities is appropriate The Company may reject subscriptions in whole or in part in its sole and absolute

discretion

The Company will require all investors to represent in writing among other things that

The undersigned has received and reviewed copy of the Offering Circular

Prior to the receipt of any Units upon exercise of the Warrant the undersigned agrees that the he
she or it shall execute counterpart signature page to any agreement instrument or document as

may be reasonably requested by the Company to evidence the purchase of the Units and the

exercise of the Warrant including the Operating Agreement of the Company copy of which is

attached to this Offering Circular as Exhibit

You acknowledges that the transferability of the Securities including any Units purchased upon

the exercise of Warrants are severely limited and that you may have to bear the economic risk of

this investment for an indefinite period of time

You are aware of the absence of market for the Securities

You meet the following suitability requirements

You have minimum of $85000 in annual income or $250000 Liquid Net Worth

excluding home and furnishings and

This illiquid investment does not exceed 10% of your Liquid Net Worth nor does the

total of all of your illiquid investments exceed 20% of your Liquid Net Worth

For these purposes Liquid Net Worth is the part of your net worth that can be readily turned into cash

such as investments such as stocks and mutual funds but does not include assets that are difficult to readily convert

such as real estate furniture or cars

In addition since the Securities are not being registered for sale in the State of Florida but instead are

being offered and sold pursuant to an exemption from registration Florida investors will also be required to

represent in writin2 as follows

By reason of your business or financial experience or that of your financial advisor you are

capable of evaluating the merits and risks of an investment in the Securities

You are investing in the Securities for your own account for investment only and not with view

toward the resale or distribution of the Securities including any Units that may be acquired upon

exercise of Warrant and
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Since the Securities have not been registered under the federal or any state securities laws you

acknowledge that the Securities cannot be offered or sold unless they are subsequently registered

under such federal and applicable state securities laws or an exemption from such registration is

available

OBTAINING ADDITIONAL INFORMATION

The Offering is being made pursuant to an exemption from registration provided by Regulation

promulgated under the Securities Act of 1933 as amended and by registration or pursuant to exemptions available

under state law The Company has filed with the Securities and Exchange Commission an Offering Statement on

Form I-A under Regulation for the Securities offered by this Offering Circular This Offering Circular does not

contain all the information contained in the Offering Statement References in this Offering Circular to any contract

agreement or other document arc not necessarily complete For more complete description of any such contract

agreement or other document you should refer to the Offering Statement and the exhibits attached to the Offering

Statement which may be obtained for fee from the Securities and Exchange Commission at 450 Fifth Street N.W
Washington D.C 20549

The Placement Agent on behalf of the Company will make available to you prior to the sale of the

Debentures and accompanying Warrants the opportunity to ask questions of and receive answers about the

Company concerning the terms and conditions of the Offering and to obtain any
additional information

necessary to

verify the accuracy and completeness of the information contained in this Offering Circular Any such additional

information will be made available to you only to the extent the Company possesses the information or can obtain it

without unreasonable effort or expense

All communications or inquiries relating to this Offering should be directed to the following representatives

of the Placement Agent

Davina Merrell
John Reed

Vice President investment Banking and Alternative
President Investment Banking Group

investments
.17633-1743 3l7633-l720

jreed@danoyes.com

______________
dmerrelldanoyes.com

David Noyes Company
250 96th Street Suite 300

Indianapolis Indiana 46260
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THE COMPANY
Formation

The Company was formed by the Leo Brown Group LLC LBG on February 23 2009 as an Indiana

limited liability company pursuant to the Indiana Business Flexibility Act md Code 23-18-1-I et seq the Act

Governance

The Company will operate pursuant to and the terms and conditions of the Units will be governed by the

Amended and Restated Operating Agreement in the form attached hereto as Exhibit the Operating

Agreement

The Operating Agreement provides for among other things distributions to the members of each class of

Units of the Company See The Project The Senior Living Facility After formation of the Company LBG
contributed its interest in the Company to LBG Reagan Park LLC LBG RP LBG RP is the Class Member

The Class Members include the investors in the Company prior to the Offering and the Class Members will be

those members that acquire their Units through the exercise of Warrants issued pursuant to this Offering If and

when declared by the Board of Managers of the Company distributions of cash from operations will be made to the

members as follows and subject to limitations by any applicable credit facility or other debt financing documents

first available cash will be distributed to the holders of Class Units and Class Units until they have received

preferred return of 9% calculated as simple interest on their capital contribution second available cash will be

distributed to the holders of Class Units and Class Units until they have received return of their capital

contributions and third available cash will be distributed to the holders of all classes of units Class Class

and Class in accordance with their relative percentage interests

Upon certain liquidating events including dissolution termination of the Company sale of substantially

all of the assets of the Company and after payment of or adequate provision for the debts and obligations of the

Company and after payment of all unpaid preferred return of 9% calculated as simple interest to the holders of

Class Units and Class Units available cash will be distributed first to the Members to reduce their positive

capital account balances to zero and then to the holders of all classes of units Class Class and Class in

accordance with their relative percentage interests

Pursuant to the Operating Agreement the Company will be governed by Board of Managers which will

consist of managers The Board of Managers will have very broad powers to control the affairs and business of the

Company including but not limited to the right and authority to take all actions which the Board of Managers

deems
necessary useful or appropriate for the day-to-day management and conduct of the Companys business

The initial managers will be Thomas Smith Michael Wagner Stephen Wagner and Greg Fuller

In addition the Placement Agent will have the right to appoint remove and replace one manager the Noyes

Manager until December 31 2022 provided however that if on December 312022 the initial Class Members

hold in the aggregate 30% or more of the Units such expiration date shall be automatically extended until the first

date the Class Members cease to hold in the aggregate at least 15% of the Units the Noyes Nomination Rights

Expiration Date After the Noyes Nomination Rights Expiration Date Majority-in-Interest of the members will

have the right to remove and replace the Noyes Manager See Conflicts of Interest The officers and directors of

the Company will not be compensated

The Company has formed the Real Estate Subsidiary as wholly owned subsidiary to own the real estate

and improvements which will comprise the Senior Living Facility upon completion of construction The Company

expects that the Real Estate Subsidiary will enter into an operating lease pursuant to which the Company will lease

from and operate the Senior Living Facility and will pay as rent an amount equal to the Companys debt service

obligations under the Bank Loan as that term is defined below Thomas Smith is the sole manager of the Real

Estate Subsidiary
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THE PROJECT

This Offering Circular together with any amendments or supplements and any other information that

may be furnished by the Company includes or may include certain forward-looking statements eclimale.c and

projections with respect to the Companys estimated future performance Examples of forward-looking

statements Include statements regarding the Companys future financial results operating results business

strategies projected expenses and revenues services competitive positions and plans and objectives of

management for future operations In some cases forward-looking statements can be ldentfled by terminology

such as may will should would expects plans anticipates believes estimates predicts
potential continue or the negative of these terms or other comparable terminology Such forward-looking

statements estimates and projections are no guarantees offuture performance and reflect various assumptions

of the Companys management that may or may not prove correct and involve various risks and uncertainties

over which the company may have iio influence or control These and many other factors could affect the

Companys future financial and operating results and could cause actual results to differ materially from
expectations based on forward-looking statements made in this document or elsewhere by the Company or on its

beizalfi

The Senior LivioM Facility

The Company through its wholly-owned subsidiary Reagan Park Senior Living AL LLC will acquire

parcel of real estate in Hendricks County Indiana consisting of approximately 4.7 acres the Real Estate and the

Company through such wholly-owned subsidiary intends to develop and operate residential community on the

Real Estate that provides assisted living and memory care living arrangements for senior citizens the Senior

Living Facility The Real Estate is located on the north side of West 10th Street County Road 100 just to the

west of the Ronald Reagan Parkway in Avon Indiana The Hendricks County Assessor identifies the Real Estate as

part of Parcel Number 32-08-31-476-004.000-031 The Real Estate is approximately quarter mile west from the

recently expanded Indiana University Health West Hospital campus The Company expects that the Senior Living

Facility will have the following amenities one or more fishing ponds an emergency response system scheduled

transportation theatre room fitness center ice cream parlor full service restaurant walking paths laundry facilities

24 hour nursing staff chapel lounges computer center and library

The Company believes that the results of the third party feasibility study and appraisal that was obtained for

the Senior Living Facility are positive and that these results support the creation of new facility that should be well

received within the primary market area This assumption is based mainly on an analysis of the demographics and

the competitive senior living facilities located within the primary market area

In terms of demographics the primary market area is attractive Between 2000 and 2010 the overall

population in the primary market area increased by 37.8% while the 65 population increased by 50.9% Over this

same period the largest percentage increase 85.3% was the 85 age cohort which is the age cohort that most

typically resides in senior living facility With regard to net worth the primary market area has higher and

median net worth than the Indianapolis MSA and State of Indiana for both the 65 to 74
age group and the 75-4- age

group in summary with regard to the demographics the study suggests that long term market share to the Senior

Living Facility will be generated by an increase in demand related to both senior population growth as well as the

growth of the younger generation who act as the responsible parties for seniors Both of these growing age groups
will have the financial means and support necessary to either afford living at the Senior Living Facility or financially

assisting their parents so that they can live at the Senior Living Facility

The Senior Living Facility will be comprised of an assisted living facility which includes secured wing

specifically for the care of individuals suffering from Alzheimers disease and other forms of age-associated

memory impairment

The Senior Living Facility will be managed as single integrated community by Traditions Management
LLC limited liability company the Management Company pursuant to management agreement the
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Management Company and the Company as more fully described below The Management Company is an affiliate

of the Company See Management of the Senior Living Facility

The Real Estate comprising the Senior Living Facility is currently owned by LBG-2 L.L.C which is an

Indiana limited liability company See The Real Estate and an affiliate of LBG

It is anticipated that two story building containing approximately 63555 sq ft will be constructed on

portion of the Real Estate that comprises the Senior Living Facility Such building is expected to include 81

residential units in total of which 19 will be studio units 28 will be one bedroom units 12 will be two bedroom

units and 22 will be private memory care units The aforementioned unit mix is subject to change in the reasonable

discretion of the Company depending on the demand for each type of unit The memory care units will be located

in restricted access portion of the building and will be primarily available to residents that suffer from Alzheimers

disease and other forms of age-associated memory impairment The Senior Living Facility is expected to have one

or more nurses on duty 24 hours per day In addition the Senior Living Facility will provide meal services through

its kitchen and dining facilities and will include recreational areas and office space for the Senior Living Facility

The Senior Living Facility will employ approximately 30 people of which 20 will be full time These

individuals will be employees of the Management Company but the costs associated with the employees will be

reimbursed by the Company

For convenience of reference this Offering Circular frequently refers to the Companys activities with

respect to the development and operation of the Senior Living Facility In light of the foregoing discussion

any such references should be read to include the activities of the Companys wholly-owned subsidiary where

appropriate

Construction

The Company expects that construction of the Senior Living Facility will take approximately Il months to

complete once started although there can be no guarantee that construction will not take longer period of time

See Risk Factors Construction Delays Some off site preparation activities have been completed with respect to

the Real Estate but no substantial construction activities have yet commenced The Company has selected Grand

Industrial LLC to serve as the general contractor the General Contractor to construct the Senior Living

Facility but the Company has not yet entered into any binding construction contracts with the General Contractor

The General Contractor is an affiliate of LBG and the General Contractor will receive construction fee in the

amount of $367000 which we believe is reasonable and customary for the work to be performed Additionally the

Bank has requested fixed price construction Contract so if there are any cost savings as result of the budgeted

construction costs being higher than the actual construction costs the General Contractor may be entitled to those

savings There can be no assurance that the Senior Living Facility can be constructed at the anticipated costs See

Risk Factor Construction

Manaiement of the Senior LiyiR Facility

Upon completion of the Offering the Company anticipates entering into management agreement the

Management Agreement with the Management Company Pursuant to the Management Agreement the

Management Company will provide certain services to the Company including hiring employing and training

personnel for the Senior Living Facility and overseeing daily operations of the Senior Living Facility following the

completion of construction In exchange for such services the Management Company will receive monthly

management fee from the Company which will be the greater of 5% of the
gross revenue or $5000 per month

Based on observations in the marketplace this fee is believed to be reasonable

The Management Agreement will also provide for bonus to the Management Company upon the sale of

the Senior Living Facility equal to 3% of the total purchase price resulting from any such sale The Management

Agreement will be for an initial term of five years and may be extended for five additional years thereafter by the

mutual consent of the parties
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The Management Company will have the authority to manage daily interactions with employees residents

and vendors The Board of Managers will be primarily focused on providing long term and strategic direction to the

Management Company although the Board of Managers does have the authority to manage the day-to-day

operations of the Company The Management Company will have limited authority to write checks to vendors and

for payroll Thomas Smith will have the authority to write checks on behalf of the Company and the Real Estate

Subsidiary in his capacity as Manager of each entity

The interests of the Management Company may be inconsistent with the interests of the Company The

Company will contract with the Management Company for certain services in connection with the development of

the Senior Living Facility and for certain day-to-day management administrative and support services
necessary to

the operation of the Senior Living Facility Conflicts of interest may arise among the Management Company and

the Company regarding the management of the Real Estate the allocation of
expenses between the Company and

the Real Estate Subsidiary the rendering of services the expenditure of funds and similar matters Since the

compensation of the Management Company is function of the number of units leased the Management Company
may desire to increase the number of units at time when the Company does not deem it appropriate

The Real Estate

The Real Estate is approximately 4.7 acres of land located on the north side of West 10th Street County
Road 100 just to the west of the Ronald Reagan Parkway in Avon Hendricks County Indiana The Real Estate is

currently owned by LBG-2 L.L.C LBC-2 an entity of which 33% is owned by LBG It is anticipated that the

Company will purchase the Real Estate from LBG-2 for approximately $640000 This value was derived from

combination of appraised value for real estate in this area and the addition of costs associated with the Companys
share of site infrastructure water sewer road improvements and extensions approximately $210000

The viability of the Real Estate has been tested through third party market studies that include detailed

demographic and competitive data These independent studies that have been commissioned by LBG have been

performed by qualified independent companies whose primary focus is conducting market feasibility studies and

property appraisals within the senior living industry The resulting data from these studies and appraisals suggest

that there is solid population of age and income-qualified individuals within the primary market area surrounding

the Senior Living Facility that would be likely candidates for moving into the new facility In addition the data

from the studies points to the fact that the other competitive senior living facilities in the primary market area

operate at high occupancies which we believe further enhances the viability of the site for the Senior Living

Facility final aspect of the site is that LBG specifically chose the location due to its close proximity to the

Indiana University Health West Hospital campus which we believe will be an important referral source for future

residents of the Senior Living Facility thus further enhancing the viability of the site and the Senior Living Facility

LBG has provided and will continue to provide various services on behalf of the Company prior to the

Offering including but not limited to arranging site feasibility studies assist and advise the general contractor and

architect in preparing and finalizing the plans and specifications and developing the project budget review all

requests for changes in the final plans and specifications and make recommendations with regard to such changes

arrange for Phase environmental assessment report arrange
for geotechnical report obtain zoning information

relating to the property including written
report identifying the existing zoning of the property any required

rezoning of the property and any other land use approvals required for the project coordinate and obtain the

successful rezoning of the property in order to move forward on the Senior Living Facility coordinate and obtain

any other required entitlements needed for commencement of construction of the Senior Living Facility prepare
detailed schedule identifying each major event during construction of the project coordinate with the general

contractor the application approval process for obtaining building permits periodic inspections by governmental

officials and certificates of completion and occupancy of the project evaluate and advise of all proposed

construction change orders for the validity necessity and cost thereof update progress maintain cost accounting

records identify variances between actual and estimated costs and advise whenever projected costs exceed such

estimates record the
progress

of the work and submit progress reports to Company showing percentage of

completion coordinate each construction draw request including release of any retainages and receipt of partial and

final lien waivers prepare monthly accounting reports detailing the budget amounts disbursed and amounts

remaining coordinate with the various public utility companies for installation of temporary and permanent service

to the Senior Living Facility periodically evaluate the performance of the general contractor the architect and any
other contractors subcontractors engineers and/or consultants In exchange for providing these services to the
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Company LBG is receiving development fee in the amount of $450000

Bank Loan

The Real Estate Subsidiary has received commitment letter relating to financing from Merchants Bank of

Indiana the Bank or the Lender First the Lender is proposing construction loan with an interest rate of 325

basis points above the LIBOR per annum likely to be between 4% and 5% with floor of 4% and an 18 month

term with interest only payments required to be made during the term of the loan the Construction Loan
Second the Lender is proposing mini-permanent loan with an interest rate of 350 basis points over the Federal

Home Loan Bank of Indianapolis cost of funds
per annum likely to be between 4.75% and 6.75% year term

and amortized over 30 years the Mini-Perm Loan It is anticipated that the total proceeds from the Lender will

be approximately $8406000 which will sometimes be referred to as the Bank Loan in this Offering Circular

The Company estimates that the total costs associated with construction and initial operation of the Senior

Living Facility will be $11214100 The amount above financing provided by the Lender will be combination of

cash from the Class Member and Class Members expenses
advanced on behalf of the Company by the Class

Member and the proceeds of this Offering In addition the Bank Loan will require certain members of the

Company namely Wagner Reese Properties LLC GLF Realty Inc LBG Reagan Park LLC and the owners of

these entities to provide guarantees

LlcenslnR and Inspections

As limited health care provider the Senior Living Facility will be subject to oversight from state and local

health departments Certain required licenses and other governmental approvals including but not limited to the

Companys health facility license cannot be obtained until construction is complete and the Senior Living Facility

has at least two residents We do not anticipate any meaningful difficulties in obtaining these licenses based upon

our prior experiences with other similar facilities

Operational Plan

After the closing of the Offering the first year will be primarily dedicated to the construction of the Senior

Living Facility major capital expenditures establishment of relationships with vendors and commencement of

marketing activities The Company believes that the proceeds of the Offering combined with cash invested from

others and the proceeds of the Bank Loan will be adequate to satisf its cash requirements until such time as the

cash flow from operations of the Company is sufficient

The Company will begin recruiting and hiring various staff for the Senior Living Facility approximately

four weeks prior to opening

The Company will reimburse the Management Company for its employees which include various levels of

nurses leasing maintenance and food service related individuals The anticipated compensation for the General

Manager will be $75000 the Food Service Manager will be $40000 and the Clinical Director will be $65000
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MANAGEMENT

Upon the closing of this Offering the members of the Companys Board of Managers will be composed of the

following individuals

Thomas Smith

President Leo Brown Group

Tom Smith brings 16 years of experience in senior living operations real estate development and construction

Before founding Leo Brown Group as President in 2006 Tom was Senior Director of development for Lauth

Property Group Lauth As Senior Director he managed development portfolio of over $100 million including

several medical office buildings in the Midwest and several hospitals in the States of Florida and Georgia Prior to

Lauth he worked for R.L Turner Corporation as project manager responsible for the management of several

construction projects ranging from $2 Million to $15 Million in size

Tom is responsible for the fonnation of initial operational budgets for assisted living independent living and

memory care facilities Tom maintains financial oversight and reporting for the operations of Leo Brown Groups
senior living communities and is responsible for the monitoring of actual versus budgeted revenue and

expenses
for

the communities

Tom graduated from Purdue University with degree in Construction Engineering and Management

Greg Fuller President

North Mechanical Contracting Inc

Mr Fuller has daily responsibility for the North Mechanicals complete line of services quality management and

approach Fuller received his journeyman plumber status in 1985 and began his career as superintendent for

Fryen Brothers in 1990 as superintendent and project manager He joined North Mechanical in 1991 as project

manager advancing to Vice President and becoming President and owner in 1997 Fuller is active in the local state

and national construction industry and holds several leadership positions including serving on the boards of directors

for the Mechanical Contracting Association of Indiana MCAI the Mechanical Contracting Association of

Indianapolis MCA-lndianapolis Area the Indiana Subcontractors Association ISA and Top Notch of Central

Indiana

An active investor in the senior living industry Fuller is an owner and serves on the Board of Managers for Park

Place Senior Living 140 unit assisted and independent living community in Fort Wayne Indiana Fuller also

serves as the Indiana chair of the Health and Welfare Trust and as chair of the Mechanical Contracting Association

of Americas MCAA Institute of Project Management

Stephen Wagner Partner

Wagner Reese LLP

Stephen Wagner grew up in Indianapolis and attended Brebeuf Jesuit Preparatory School where he graduated as

co-valedictorian in 1987 Wagner graduated cum laude from the University of Notre Dame in 1991 with B.A in

Politics Philosophy and Economics and received his J.D cum laude from the Indiana School of Law Bloomington

in 1994 After being accepted to the Attorney Generals Honors Program Wagner worked for the Department of

Justice in 1994-1995 as staff counsel for the Federal Bureau of Prisons in Philadelphia Pennsylvania In 1996

Wagner returned to Indianapolis to practice with the firm of Riley Bennett Egloff where he worked primarily in

the area of insurance defense litigation En June 1997 Wagner left Riley Bennett and the defense bar to found the

Wagner Law Firm P.C where he practiced exclusively in the areas of plaintiffs personal injury workers

compensation civil rights class action litigation and medical malpractice In 2000 Wagner joined Jason Reese

to form Wagner Reese LLP firm dedicated to representing injury victims throughout Indiana and nationwide In

2004 2006 2007 2008 2009 2010 and 2011 Wagner was selected by his peers as an Indiana Super Lawyer an

award presented to the top 5% of practicing attorneys in Indiana as published in the Indianapolis Monthly and Super

Lawyer magazines In 2006 Wagner was also selected by the Indiana Trial Lawyers Association as the Trial
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Lawyer of the Year He is frequent lecturer in the areas of civil rights/Police Brutality litigation and work injuries

Wagner is an owner and serves on the Board of Managers for Park Place Senior Living 140 unit assisted and

independent living community in Fort Wayne Indiana

Michael Wagner

Vice President Leo Brown Group

Mr Wagner represents Leo Brown Group in the pursuit and development of new project opportunities facility

acquisitions and senior living management contracts He is responsible for the initial identification of Leo Brown

Group senior living opportunities and determining the market feasibility for the creation of new assisted living

independent living and memory care communities Wagner is also responsible for creating and maintaining key

senior living referral relationships with nursing home operators hospitals and health systems and physicians and for

identifying value-add opportunities in regard to existing senior living facility acquisitions that can benefit from

operational turn-arounds and additional service lines

Prior to joining Leo Brown Group in 2007 Wagner worked for Lauth Property Group Lauth as Senior

Director of Healthcare He was responsible for all business development related efforts for Lauths Healthcare

division within the 10-state Midwestern Region Wagner has developed and leased over 750000 square feet of

senior living medical office buildings and ambulatory care centers and has had articles published in industry

journals regarding healthcare facility development as well as given presentations on the subject at industry seminars

and conferences

Wagner received his Bachelor of Science in Marketing from the Indiana University Kelley School of Business He

is actively involved in the Indianapolis community through his participation on the Mother Theodore Catholic

Academies Enrollment Committee and as an Advisory Board Member of the Little Sisters of the Poor Saint

Augustines Home for the Aged

David Noyes Company Designee

To he announced after conclusion of the Offering

ADDITIONAL SENIOR INDIVIDUALS

Juslin Brown

Executive Vice President Leo Brown Group

Justin brings over 20 years of commercial construction experience to Leo Brown Group and his primary

responsibility is managing the companys construction endeavors Prior to founding Leo Brown Group in 2006 with

Tom Smith Justin spent several years with his familys commercial construction company and was running his own
concrete and carpentry crews by the

age
of 18 Justin has experience with all commercial product types particularly

senior living long term care healthcare office industrial and institutional facilities Justin attended Purdue

University and studied Building Construction Management

Tony Schantz

President Traditions Management LLC

Tony will oversee the Management Companys activities as the management company for the Senior Living Facility

Mr Schantz earned B.A in Psychology and Business Administration from the University of Indianapolis in 1994

After college Mr Schantz held positions as business manager and as director of human resources for several

health care related companies In August 2001 Mr Schantz obtained license as Health Facility Administrator

Between September 2001 and October 2007 Mr Schantz held positions as an administrator of 252 bed licensed

residential facility September 2001 through July 2004 and as an executive director and general manager of 255

bed licensed residential facility July 2004 through October 2007 Since October 2007 Mr Schantz has served as

President of TDM Management LLC
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DESCRIPTION OF THE OFFERING

The following description of the Offering is of summary nature does not purport to be complete and is qualified

in its entirety by reference to the Operating Agreement and the forms of Debenture and Warrant attached hereto as

Exhibits and respectively

Summary Description of the OfferinR and Securities

Company Reagan Park Senior Living LLC an Indiana limited liability

company

Placement Agent David Noyes Company

Escrow Agent Merchants Bank of Indiana

Securities to be Issued 9% Unsecured Debentures due December 31 2017 and

Warrants exercisable at any time beginning December 31
2015 and ending at 500 p.m Eastern Time on December 31
2022

Purchase Price The Debentures will be issued in increments of $1000 of

principal amount with minimum principal amount per

Debenture of $25000 which may be reduced to $15000 in

the sole discretion of the Company and maximum principal

amount per investor of $500000 For each $1000 purchased

$980 shall be allocated to the Debenture and $20 shall be

allocated to the Warrant

Maximum Aggregate Offering Amount $2500000

Minimum Aggregate Offering Amount $2250000

Interest Rate 9% per annum fixed payable quarterly in arrears

Warrants For each $1000 principal amount of Debentures purchased

the Company will issue Warrant to purchase up to 20 Units

at price of $50 per Unit exercisable at any time beginning

December 31 2015 and ending at 500 p.m Eastern Time on

December 31 2022

Repayment Terms Reginning on June 2013 and continuing on the first day of

each subsequent September December March and June the

Company shall begin making quarterly payments of accrued

interest

On December 31 2017 all principal and all accrued and

unpaid interest will be due and payable

The Company will be permitted to make prepayments of

principal and interest without any penalty or premium at any

time and from time to time

Use of Proceeds It is anticipated that the net proceeds from the sale of the Units

by the Company in this Offering will be used to fulfill the
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equity requirement to obtain the Bank Loan pay various fees

relating to the Project and this Offering to establish and fund

separate account not sinking fund and not collateral or

security for repayment of the Debentures or other obligations

for
purpose of funding the payment of interest on the

Debentures and the Companys Bank Loan and for general

working capital purposes See Use of Proceeds

Placement Fee and Warrants The placement fee will be 7% of the aggregate dollar amount

of the Offering except that the placement fee will be 4% of

the aggregate dollar amount from investors referred by the

Company i.e family and friends up to 450000 In

addition the Placement Agent will receive Warrant or

Warrants to purchase up to 5200 Units at price of $50.00

per Unit which shall have the same terms and conditions as

the Warrants being issued to the investors in this Offering

See Placement Agent

Expiration of the Offering This Offering will be available to potential investors until

March 31 2013 such date as it may be extended the

Expiration Date The Company may extend the

Expiration Date for an additional 90 days in its sole discretion

If prior to the Expiration Date the Placement Agent receives

subscriptions equal to the Minimum Offering Amount that are

accepted by the Company the Placement Agent will disburse

to the Company amounts tendered by prospective investors in

connection with such subscriptions in exchange for the

issuance of the Debentures and the Warrants The Offering

may then continue until the sooner to occur of the Expiration

Date and the date on which the Placement Agent receives

Subscription Agreements for the full amount of the Offering

Reporting The Company will send annual financial statements prepared

in accordance with generally accepted accounting principles

which will be audited to all holders of Debentures Warrants

and Units On quarterly basis each such holder will also be

furnished with management report that will update investors

regarding the Companys business and affairs financial results

and other relevant matters including but not limited to

description of construction and leasing activities during the

construction and lease-up phase of the Project

Summary Description of the Units For detailed description of the Units See Description of the

Securities The Class Units

Distributions of Available Cash If and as funds are available the Board of Managers may
make distributions from time to time as determined in the sole

discretion of the Board of Managers to the Members in

accordance with the Operating Agreement and subject to

applicable Bank Loan guidelines and restrictions provided

however that the Company shall not make any distribution of

funds property or securities to the Members of the Company
other than payments on debts described in this Offering

Circular as of any date on or before December 31 2022
unless the Company shall have given the Warrant holders

thirty 30 days prior written notice of the Companys intent to
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make such distribution and reasonable description of the

amount and kind of the proposed distribution and record and

payable date thereof

Distribution Rights upon Dissolution Upon dissolution and winding up of the Company the net

assets of the Company if any after the payment of creditors

will be distributed to the members as set forth in the Operating

Agreement Upon certain liquidating events including

dissolution termination of the Company sale of

substantially all of the assets of the Company and after

payment of or adequate provision for the debts and

obligations of the Company and after payment of all unpaid

preferred return of 9% calculated as simple interest to the

holders of Class Units and Class Units available cash is

distributed first to the Members to reduce their positive capital

account balances to zero and then to the holders of all classes

of units Class Class and Class in accordance with

their relative percentage interests

Voting Rights Except for the election of the Board See The Company

Governance Members by virtue of the exercise of Warrant

will have the same voting rights as Class and as set forth

in the Operating Agreement

Transfer Restrictions Except under limited circumstances specified in the Operating

Agreement the Units generally may not be transferred to

third party without the prior written consent of the Board of

Managers Applicable federal and state securities laws rules

and regulations may further limit the transferability of the

Units

Securities Law Compliance Matters

The Offering is being made pursuant to an exemption from registration provided by Regulation

promulgated under the Securities Act of 1933 as amended and by registration or pursuant to exemptions available

under state law The Company has filed with the Securities and Exchange Commission an Offering Statement on

Form I-A under Regulation for the Securities offered by this Offering Circular This Offering has been registered

under the securities laws of the States of Illinois Indiana Michigan Ohio and Wisconsin and is being made

pursuant to an exemption from registration in the State of Florida This Offering Circular does not constitute an offer

to sell or solicitation of an offer to buy any
of the Securities in any jurisdiction where such an offer or solicitation

is unlawful

Neither the Debentures the Warrants nor the Units have been registered with the securities regulatory

authority of the State of Florida and are being offered and will be sold in the State of Florida only in transactions to

which an available exemption from registration applies Furthermore if an exemption from registration is not

available at the time Florida Warrant holder desires to purchase Units by exercise of Warrant the Company will

not issue Units to such Warrant holder and the Warrant holder will not be able to exercise the Warrant until such an

exemption is available The Company does not expect that it will ever seek registration of the Securities with the

SEC or in the State of Florida and no Warrant holder will have any right whatsoever to compel the Company to

seek such registration As result any subsequent transfers of any of the securities by Florida resident must be

either registered with the SEC and the State of Florida or must be exempt from such registration requirements

Minimum OfferinR Requirements

The Escrow Agent will hold for the benefit of the subscribers and will not deliver or pay to the Company
any subscription payments for the purchase of Debentures and Warrants until such time as the Escrow Agent has
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received good collected funds from subscribers from the sale of Debentures totaling at least $2250000 the

Minimum Offering Amount and such subscriptions have been accepted by the Company In the event that the

Minimum Offering Amount is not subscribed for and accepted by the Company on or before the Expiration Date

as may be extended for an additional 90 days by the Company the Placement Agent or its escrow agent will

promptly return all collected funds with interest and subscription documents to the respective subscribers

In making an investment decision investors should be aware that

Securities may be purchased by the affiliates of the Company or by other

persons who will receive fees or other compensation or gain dependent upon the

success of this Offering Such purchases may be made at any time and will be

counted in determining whether the required minimum level of purchases has

been met

Investors therefore should not expect that the sale of sufficient Securities to

reach the specified minimum or in excess of that minimum indicates that such

sales have been made to investors who have no financial or other interest in the

offering or who otherwise are exercising independent investment discretion

7Iw sale of the spec/Ied minimum while
necessary to the business operations of

the Company is not designed as protection /0 investors to indicate that their

investment decision is shared by other unaffihiated investors Because there may
be substantial purchases by affiliates of the issuer or other persons who will

receive fees or other compensation or gain dependent upon the success of the

Offering no individual investor should place any reliance on the sale of the

specified minimum as an indication of the merits of this Offering Each investor

must make his own investment decision as to the merits of this Offering

To subscribe each investor must submit to the Placement Agent the investors Subscription Agreement

together with good funds equal to the purchase price for the Debenture the investor desires to purchase The

Company reserves the right to reject any particular investors subscription upon the Companys review of such

investors Subscription Agreement for any reason or for no reason
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DESCRIPTION OF THE SECURITIES

The Company is offering for sale Debentures in the form attached hereto as Exhibit in the aggregate

principal amount of up to $2500000 accompanied by Warrants in the form attached hereto as Exhibit

exercisable for up to 50000 Class Units of the Company in the aggregate The Placement Agent and the

Company have allocated 2% of the Purchase Price of the Securities to the Warrants and 98% of the Purchase Price

of the Securities to the Debentures See Risk Factors Values Assigned to Debenture and Warrant

The Debeniures

The company will issue the Debentures under an indenture to be dated .January 2013 between us and

First Merchants Trust Company as Trustee The Indenture The Indenture will not be qualiped under the Trust

Indenture Act of 1939

The following summaries of certain provisions of the Debentures and the indenture do not purport to be

complete and are subject to and are qualified in their entirety by reference to all the provisions of the Debentures

and the Indenture including the definitions therein of certain terms which are not otherwise defined in this Offering

Circular We urge you to read the Indenture because it and not this Description defines your rights as Holders of

the Debentures You nay request copy of the indenture at our address on the first page of/his Offering Circular

Wherever particular provisions or defined terms of the Indenture or of the form of Debenture which is

part thereof are referred to such provisions or defined terms are incorporated herein by reference in their entirety

As used in this description Indenture includes all Supplemental Indentures authorized under the Indenture and

the worth we us or our refer only to Reagan Park Senior Living LLC

General

The Debentures

will be sold in denominations of $1000 and integral multiples principal amount and limited to

$2500000 in aggregate principal amount

will bear interest at rate of 9% per annum payable quarterly on June September December and

June of each year commencing June 2013 to the Holders of record on the 15th day of the month

immediately preceding the interest payment date

will have interest computed on the basis of 360-day year composed of twelve 30-day months

will represent general unsecured obligations of the Company

are subordinate in right of payment to the Companys obligations relative to the first mortgage
indebtedness from time to time secured by the Real Estate including the Senior Living Facility as

described under Ranking Subordination

are due in one payment of principal on December 2017 unless sooner redeemed in accordance with

the Indenture

are redeemable by us at our option at any time as described under Redemption of Debentures

are subject to redemption at the option of Holder in connection with the exercise of Warrants having an

aggregate exercise price equal to or exceeding the aggregate redemption price as described under

Redemption of Debentures

are subject to acceleration only upon the declaration of the Trustee or the Holders of not less than 25% of

the aggregate principal amount of the Debentures then outstanding and then only in
very limited

circumstances as described below and

are not guaranteed by any subsidiary or other person including Reagan Park Senior Living AL LLC
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which will own the Real Estate

The Indenture

does not impose any financial covenants on the Company or its subsidiaries

does not restrict the Company or any of it subsidiaries from paying dividends incurring debt or issuing or

repurchasing our securities and

limits or prohibits Company organic transactions in some cases as described under --- Merger

Consolidation and Sale of Assets but does not prohibit mere change in its controlling ownership

Redemption of Debentures

We may redeem any Debentures at our option at any time in whole or in part at redemption price equal to

the sum of the principal amount of such Debenture together with accrued and unpaid interest if any to but

excluding the date fixed for redemption Notice of optional redemption will be mailed to Holders of Debentures not

fewer than 30 nor more than 60 days prior to the date fixed for redemption If fewer than all the Debentures are to

be redeemed the Trustee will select the Debentures or portions thereof to be redeemed in principal amounts of

$1000 or integral multiples thereof by lot on pro rata basis or by another method the Trustee deems fair and

appropriate If any Debenture is to be redeemed in part only new Debenture or Debentures in principal amount

equal to the unredeemed principal portion thereof will be issued

You may require us to redeem Debentures at any time in whole or in part concurrently with your exercise of

Warrants for an aggregate exercise price equal to or exceeding the aggregate redemption price The redemption

price in connection with any such mandatory redemption shall be the same as in connection with an optional

redemption as provided above Notice of any such mandatory redemption shall be provided by you to the trustee

not fewer than 30 nor more than 60 days prior to the date fixed for redemption which date shall correspond with

the date fixed for settlement of the accompanying Warrant exercise

No sinking fund is provided for the Debentures which means that the Indenture does not require us to

redeem or retire the Debentures periodically We may not redeem the Debentures if there is default under the

Indenture See Events of Default and Remedies

Merger Consolidation and Sale of Assets

We may not consolidate or merge into another person or sell lease convey or transfer all or substantially all of

our assets to another person whether in single or series of related transactions unless

either we are the surviving entity or the resulting surviving or transferee entity is organized and

existing under the laws of the United States of America any state thereof the District of Columbia and

expressly assumes in writing all of our obligations under the Debentures and the Indenture and

no event of default under the Indenture and no event that after notice or lapse of time or both would

become an event of default will have happened and be continuing

Ranking Subordination

Payment of the Debentures will to the extent set forth in the Indenture be subordinated and subject in right of

payment to the prior payment in full of all Senior Indebtedness defined below Upon any payment by us or

distribution of our assets to our creditors in liquidation or dissolution or in bankruptcy reorganization

insolvency receivership or similar proceeding related to us or our property in an assignment for the benefit of

creditors or any marshaling of our assets and liabilities the holders of all Senior Indebtedness will first be entitled to

receive payment in full of all amounts due or to become due thereon before the Holders of the Debentures will be

entitled to receive any payment except in subordinated securities in respect of the Debentures

We may not make any payment upon or in respect of the Debentures except in subordinated securities and

may not redeem any Debentures from the Trustee or the 1-lolder of
any Debenture except in subordinated securities

until Senior Indebtedness has been paid in full ifi default in the payment of the principal premium interest or
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other obligations on Senior Indebtedness occurs and is continuing beyond any applicable period of grace or iiany
other default occurs and is continuing with respect to Senior Indebtedness that permits holders of the Senior

indebtedness as to which such default relates to accelerate its maturity and the Trustee receives notice of such

default Payment Blockage Notice from holder of Senior Indebtedness or representative thereof Payments on

the Debentures may and shall be resumed in the case of payment default upon the date on which such default is

cured or waived or ii in the case of default other than non-payment default the earlier of the date on which

such default is cured or waived or ceases to exist or 179 days after the date on which the applicable Payment

Blockage Notice is received unless the maturity of any Senior Indebtedness has been accelerated No new period of

payment blockage may be commenced within 365 days after the receipt by the Trustee of any prior Payment

Blockage Notice No nonpayment default that existed or was continuing on the date of delivery of any Payment

Blockage Notice to the Trustee shall be or be made the basis for subsequent Payment Blockage Notice unless

such default shall have been cured or waived

Senior Indebtedness means any indebtedness including guarantee thereof regardless of amount now or

hereafter secured by first mortgage lien on the Real Estate Initially the Senior Indebtedness will be that certain

construction and mini-perm mortgage loan in the maximum principal amount of $8406000 to be made by
Merchants Bank of Indiana to Reagan Park Senior Living AL LLC and guaranteed by the Company The Indenture

does not prohibit or limit the incurreuce of Senior Indebtedness in the future

In the event that the Trustee or any paying agent or any Holder receives any payment of principal or interest

with respect to the Debentures at time when such payment is prohibited under the Indenture such payment shall be

held in trust for the benefit of and shall be paid over and delivered to the holders of Senior Indebtedness After all

Senior Indebtedness is paid in full and until the Debentures are paid in full the Holders may have certain

subrogation rights to the extent that amounts otherwise payable to the Holders have been applied to the payment of

Senior Indebtedness

Events of Default Remedies and Waiver

The following events will constitute an Event of Default under the Debentures

default for 30 days in the payment of interest on any Debenture

default in the payment of principal on any Debenture

breach of any covenant or agreement in the Debentures or the Indenture for 60 days after written notice

or

the voluntary or involuntary bankruptcy reorganization or other act of insolvency of the Company

Upon the occurrence of an Event or Default the Trustee may in its discretion exercise any available remedy
and subject to limited exceptions the Holders of majority in aggregate principal amount of the Debentures would

have the power to direct such Trustee proceedings Except to enforce its right of Mandatory Redemption

Debentureholder may not institute direct enforcement proceeding unless the Holder notifies the Trustee of the

Event of Default ii the Holders of not less than 25% in aggregate principal amount of the Debentures request that

such proceedings be instituted iii those Holders indemnify the Trustee against all costs expenses and liabilities

iv the Trustee fails to institute proceedings on its own behalf for 60 days or longer after the
request and the

Holders of majority in principal amount of the Debentures do not give contrary instruction to the Trustee Any
recovery by Debentureholder would be for the common benefit of all Debentureholders thus Debentureholders

remedy may be practicably limited to forcing the Trustee to act

If bankruptcy-type Event of Default shall occur either the Trustee or the Holders of not less than 25% in

aggregate principal amount of the Debentures may accelerate the maturity of all Debentures and declare all principal

and interest immediately due and payable

The Holders of majority in aggregate principal amount of all Debentures outstanding may rescind

acceleration of the Debentures if all Events of Default have been remedied and all payments due other than those

due as result of acceleration have been made and ii generally may waive any Events of Default unrelated to the

payment of money
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Satisfaction and Discharge

Upon delivery to the Trustee for cancellation of all outstanding Debentures and deposit with the Trustee funds

sufficient to pay all of the Debentures including principal and interest due and if we have paid or caused to be paid

all other sums payable under the Indenture payable by us then the Indenture shall cease to be of further effect

except as to rights of Holders to receive payments of principal and interest on the Debentures and the other

rights duties and obligations of Holders with respect to the amounts if any so deposited with the Trustee and

ii the rights obligations and immunities of the Trustee and the Trustee shall execute proper instruments

acknowledging satisfaction of and discharge of the Indenture

Modifications of the Indenture

We and the Trustee may amend or supplement the Indenture without notice to or consent of any Holder in

certain events such as

to make provision for certain conversion rights of Holders of the Debentures

to provide for the issuance of Debentures in coupon form

to evidence the succession of another entity to us and the assumption by such entity of our obligations

under the Indenture

to require us to comply with additional covenants or restrictions

to require us to provide any property or asset as security for the Debentures

to cure any ambiguity or correct or supplement any inconsistent or deficient provision in the Indenture or

to appoint successor trustee

The Indenture contains provisions permitting us and the Trustee with the consent of the Holders of not less

than majority in principal amount of the Debentures at the time outstanding to modify the Indenture or any

supplemental indenture or the rights of the Holders of the Debentures except that no such modification shall

without the consent of the Holder of each Debenture affected

extend the fixed maturity of any Debenture

reduce the rate or extend the time of payment of interest on any Debenture

reduce the principal amount of any Debenture

reduce any amount payable upon redemption of any Debenture

impair any Holders right to institute suit for the payment of any Debenture

change the
currency in which any Debenture is payable

change our obligation to maintain an office or agency in Carmel Indiana or

change the percentage required for quorum and voting or the percentage required to direct proceedings

related to events of default under the Indenture or to consent to modifications and amendments of the

Indenture

Governing Law

The Indenture and the Debentures will be governed by and construed in accordance with the laws of the State

of Indiana
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Concerning the Trustee

We will appoint Merchants Trust Company to serve as Trustee under the Indenture as the initial paying

agent conversion agent registrar and custodian for the Debentures We may maintain deposit accounts and conduct

other banking transactions with the Trustee or its affiliates in the ordinary course of business In addition the

Trustee and its affiliates may in the future provide banking and other services to us in the ordinary course of their

business

If the Trustee becomes one of our creditors the Indenture may limit the right of the Trustee to obtain payment

on or realize on security for its claims If the Trustee develops any conflicting interest with the Holders of

Debentures or us it must eliminate the conflict or resign

The Warrants

The Company will issue to each purchaser of Debentures separate Warrant in the form attached hereto as

Exhibit which will give the holder the right to purchase 20 Class Units of the Company at price of $50 per

Unit for each $1000 in principal of Debentures purchased such Warrant to be exercisable at any time beginning

December 31 2015 and ending at 500 p.m Eastern Time on December 31 2022 An aggregate of up to 50000

Class Units will therefore be issuable to purchasers of the Debentures if the entire $2500000 principal amount of

Debentures is issued In addition the Placement Agent will be issued Warrants to purchase 5200 Class Units at

$50 per Unit as additional compensation for its services The percentage interest of Warrant holder in the total

Units of the Company will not be subject to dilution by the Company prior to December 31 2022 other than as

result of the exercise by other Warrant holders of their pro rata rights to purchase Units from the Company

To the extent any Debentures are purchased through an Individual Retirement Account IRA the

accompanying Warrants but not the Debentures which will be issued directly to the IRA shall be issued to

business trust to be established by the Company or one of its affiliates at Company expense and at no expense to the

IRA investors of which the IRA purchaser will be beneficiary Each iRA beneficiary of the business trust will

control its proportionate share of Warrants and upon instruction by the IRA beneficiary the trustee will exercise

the Warrants held for that beneficiary The trustee will then allocate to the beneficiary the IRAs proportionate

share of income allocated to the Units which are purchased upon exercise of the Warrant The business trust intends

to elect C-Corporation status for income tax purposes This tax election is made to avoid the recognition of

Unrelated Business Taxable Income UBTI in the IRA which would result if and when income from the

Company is allocated to the IRA holders of the Units Such income would likely require the IRA to pay Unrelated

Business Income Tax UBIT The Company will pay or cause to be paid all expenses of administering the

business trust including legal accounting and tax return preparation and reporting services Any Holder that is

purchasing the Debentures through an IRA should consult with its tax advisor as to the
consequences

of the tax

status of the business trust and how it will affect their return upon exercise of the Warrant

The provisions of the Operating Agreement that pertain to Warrants Warrant holders Class Units and

Class Unit holders may not be amended without the prior written consent of Warrant holders representing more

than 2/3 of the Class Units purchasable on exercise of such Warrants

The Class Units

Upon proper exercise of Warrant the Company will admit the Warrant holder as Class Member of

the Company and if requested provide certified written statement setting forth such members percentage interest

in the Company

The Company has issued total of 104150 Units currently comprised of 35914 Class Units and 68236

Class Units Upon each exercise of Warrant the number of Units and percentage interests of the Class and

Class Members shall be proportionately reduced and the total number of Units shall remain 104150 See
Proforma Ownership and Dilution below
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The holders of Class Units shall have voting rights proportionate to such members percentage interest in

the Company Any matter requiring vote of the Members shall be decided by an affirmative vote in favor of such

matter by those Members holding in the aggregate more than fifty-percent 50% of all percentage interests

outstanding If all of the Warrants are exercised the holders of Class Units will comprise 53% of the percentage

interests of the Company The Operating Agreement may be amended only if such amendment is in writing and is

signed by Members of each class of Members holding at least two-thirds 2f3rds of the Units held by such class

The Board of Managers is comprised of five individuals appointed by the Class Member appointed

by the Class Members and appointed by Noyes until December 31 2022 provided however that if on

December 31 2022 the initial Class Members hold in the aggregate 30% or more of the Units such expiration

date shall be automatically extended until the first date the initial Class Members cease to hold in the aggregate

at least 15% of the Units The Members holding majority of the percentage interests may remove Manager for

gross negligence willful misconduct fraud or breach of this Agreement if such breach remains uncured for 30 days

after written notice to such Manager by such majority Members

If and when declared by the Board of Managers of the Company distributions of cash from operations will

be made to the Members as follows subject to limitations by any applicable credit facility or other debt financing

documents first available cash will be distributed to the holders of Class Units and Class Units until they have

received preferred return of 9% calculated as simple interest on their capital contribution second available cash

will be distributed to the holders of Class Units and Class Units until they have received return of their capital

contributions and third available cash will be distributed to the holders of all classes of units Class Class

and Class in accordance with their relative percentage interests

Upon certain liquidating events including dissolution termination of the Company sale of substantially

all of the assets of the Company and after payment of or adequate provision for the debts and obligations of the

Company and after payment of all unpaid preferred return of 9% calculated as simple interest to the holders of

Class Units and Class Units available cash is distributed first to the Members to reduce their positive capital

account balances to zero and then to the holders of all classes of units Class Class and Class in accordance

with their relative percentage interests
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USE OF TilE PROCEEDS

The Offerinx

The following table sets forth the estimated net proceeds from the Offering at the minimum and the

maximum levels

Minimum Maximum
Gross Proceeds $2250000 $2500000
Placement Agent Fee4 $157500 $175000

Offering Expenses5 $35000 $35000
NET PROCEEDS $2057500 $2290000

It is anticipated that the net proceeds from the Offering will be applied as follows at the minimum and

maximum levels

Minimum Maximum

Sponsor Equity for Bank Loan $1866250 $2077500
Establishment of Separate Account Informally Reserved for

Interest Payments on Debentures and Bank Loan for 12

Months $191250 $212500

TOTAL USES OF PROCEEDS $2057500 $2290000

Total Project

The following table sets for the estimated total use of finding for the Project including the proceeds of the

Offering and the Bank Loan

Project Costs

Real Estate $640000

Hard Costs $7340000

Soft Costs $1789100
Initial Operating Capital $1445000
TOTAL $11214100

Does not include Warrants issued to Noyes and may overstate fees due to friends and family discounted fee rate

See Placement Agent

Represents estimated
expenses that the Company will incur to reimburse the Placement Agent for its counsel fees

and other expenses and for printing Does not include professional expenses of the Company
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PRO FORMA BALANCE SHEET

The following presents the Companys balance sheet as of November 2012 actual and the Companys

consolidated with the wholly-owned Real Estate Subsidiary balance sheet as of December 2012 on pro forma

basis as if the Company had borrowed the Bank Loan and had issued and sold the maximum $2500000 of

Debentures all as of December 2012 The historical balance sheet and the pro forma adjustments to it has been

prepared by the Company without audit and without any review by any independent accountant

Assets

Current

Cash

Proceeds of Members Contributions

Proceeds of Offering less expenses and payments6

Total Current

Land building and equipment
Land7

Construction in progress8 __________________________________________
Total land building and equipment

Total assets

Liabilities9 and Members Equity

Current liabilities

Due to Leo Brown Group ______________________________________
Total current liabilities

Other liabilities

Note payable Bank Loan

Debentures Net of Discount

Total other liabilities

Total liabilities $0 $4347500

Equity

Members contributiont0 $0 $870000

Net Loss cost of offering $0 $210000
Total Equity $0 $660000

Total liabilities and member equity $0 $5007500

Represents gross proceeds of $2500000 less estimated Placement Fee to Noyes of $175000 and other estimated

fees and payments See Use of Proceeds

Represents the cost of land at time of loan closing See The Project The Real Estate
Includes appraisal fee paid by Leo Brown Group LLC to be reimbursed by Reagan Park Senior Living LLC
The Company will obtain construction loan in the amount of approximately $8406000 which will be subject to

disbursements during the construction of the Senior Living Facility

Members equity consists of 104150 Units issued and outstanding and 50000 Units reserved for issuance

pursuant to Warrants issued to Debenture purchasers 50000 and to the Placement Agent 5200 at the closing of

the Offering pro forma

November 2012 Pro Forma

$0 $1192500

$0 $870000

$0 $2290000

$0 $4352500

$0 $640000

$0 $15000

$0 $655000

$0 $5007500

$0 $15000

$0 $15000

$0 $1832500

$0 $2500000

$0 $4332500
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PROJECTED FIIANCIAL INFORMATION

Projected Financial Information

THE COMPANYS PROJECTIONS OF OPERATING EXPENSES INCOME OCCUPANCY
AND CASH FLOW OF THE SENIOR LIVING FACILITY ARE ATTACHED HERETO AS EXHIBIT
THE COMPANYS PROJECTIONS THE COMPANYS PROJECTIONS ARE NOT BASED ON
DEMONSTRATED PERFORMANCE AND DO NOT COMPLY WITH PUBLISHED GUIDELINES OF
THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION OR THE AMERICAN
INST1TUTE OF CERTIFIED PUBLIC ACCOUNTANTS REGARDING PROJECTIONS WHILE
PRESENTED WITH NUMERICAL SPECIFICITY THE PROJECTIONS ARE BASED UPON
VARIETY OF ASSUMPTIONS RELATING TO THE BUSINESS OF THE COMPANY WHICH
ALTHOUGH CONSIDERED REASONABLE BY THE COMPANY MAY NOT BE REALIZED AND ARE
SUBJECT TO SJGNIFICANT UNCERTAINTIES AND CONTINGENCiES THAT MAY BE BEYOND
THE CONTROL OF THE COMPANY

THE COMPANYS PROJECTIONS ARE ONLY AN ESTIMATE OF FUTURE RESULTS AND
ACTUAL RESULTS LIKELY WILL VARY FROM THE COMPANYS PROJECTIONS AND SUCH
VARIATIONS MAY BE MATERIAL AND SIGNIFICANT CONSEQUENTLY THE INCLUSION OF
THE COMPANYS PROJECTIONS HEREIN IS NOT REPRESENTATION BY THE COMPANY OR
ANY OTHER PERSON THAT THE COMPANYS PROJECTIONS WILL BE ACHJEVED
PROSPECTIVE INVESTORS ARE CAUTIONED NOT TO PLACE UNDUE RELIANCE ON THE
COMPANYS PROJECTIONS THE COMPANYS PROJECTIONS SHOULD BE READ IN

CONJUNCTION WITH THE RISK FACTORS CONTAINED IN THIS OFFERING CIRCULAR AND
OTHER SECTIONS APPEARING ELSEWHERE IN THIS OFFERING CIRCULAR
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PRO FORMA OWNERSHIP AND DiLUTION

The Companys pro forma net tangible book value as of November 15 2012 after giving effect to the

issuance of the Debentures at the maximum offering level and to certain issuances of Units during November 2012
would be $870000 or $8.35 per Unit for each of the 104150 Units then issued and outstanding See Pro Forma

Balance Sheet

Net tangible book value dilution per Unit to purchasers of the Warrant Units represents the difference

between the amount paid by purchasers upon exercise of Warrant and the pro forma net tangible book value per

Unit immediately after the exercise of the Warrants

After giving effect on pro forma basis as of November 15 2012 to the issuance of 55200 Warrants in

this Offering including the 5200 Warrants issued to the Placement Agent and assuming on pro foima basis that

the holders of all 55200 of such Warrants immediately exercised their Warrants to purchase Units on November 31
2012 by paying to the Company the cash exercise price of fifty dollars $50 per Unit $2760000 cash purchase

price in the aggregate the Companys pro forma net tangible book value as of November 31 2012 would increase

by $2760000 to $3630000 and the pro forma net tangible book value per Unit on the basis of the number of

outstanding Units of 104150 would correspondingly increase to $34.85 per Unit These calculations are illustrated

in the following table

Prior to Exercise After 100% Exercise Difference

Book Value $870000 $3630000 $2760000

Book Value Per Unit $8.35 $34.85 $26.50

This would represent an immediate increase in net tangible book value of $26.50 per Unit to the existing Members

as of November 31 2012 and an immediate dilution in net tangible book value of $15.15 per
Unit to new investors

in this Offering who exercised their Warrants

There exists disparity in the price per Unit paid by the members of each respective class As of the date

of this Offering the Class Member will receive approximately 38308 Units in exchange for cash and

expenditures paid on behalf of the Company totaling $320000 and its guarantee of the Bank Loan This translates

to cash price per Unit of $8.35 for the Class Member The Class Members collectively will receive 65842
Units in exchange for $550000 and their guarantee of the Bank Loan This translates to cash price per Unit of

$8.35 for the Class Members Assuming on pro forma basis that the holders of all 55200 Warrants in this

Offering immediately exercised their Warrants to purchase Units thus diluting the Class Member and Class

Members the Class Member would retain 18005 Units and the Class Members would retain 30945 Units

The resulting cash price per Unit for Class and Class would effectively be $17.77

The following tables identify the Members of the Company as of July 2012 including their contributions

to the Company for which they have acquired their Units and the pro forma effect on their
percentage ownership

interests in the Company assuming the full exercise of all 55200 Warrants that might be issued pursuant to this

Offering

L\S
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Pro Forma Unit Holders

with 100% Exercise of Warrants

29928

38308

29%

37%

14066.09

18004.6

13.51%

17.29%

Totals 104150 100.00% 104150 100.00%

For discussion of the difference of each class of Units see The Company Governance

Class

GLF Realty Inc

2627 Emerson Aye

Indianapolis IN 46218

Contribution of cash

in the amount of

$250000 and

guarantee of Bank

Loan

Class

Pro

Title of
Existing Existing Forma Pro Forma

Class Name Consideration Units Ownership Units Ownership

Contribution of cash
Wagner Reese

in the amount of
Properties L.L.C 35914

Class
1939 Meridian St

$300000 and 34% 16879.31 16.21%

Carmel IN 46032
guarantee of Bank

Loan

Contribution of cashNEW INVESTORS
Class

equal to $50 per N/A N/A 50000 48%WARRANTS
Unit

Contribution of cash

Class NOYES WARRANTS equal to $50 per N/A N/A 5200 5%
Unit

LBG Reagan Park LLC

301 Carmel Dr Suite C300

Carmel IN 46032

Contribution of cash

and expenditures on

behalf of the

Company in the

amount of $320000
and

guarantee of

Bank Loan
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In the event that less than all of the Warrants are exercised the immediate dilution in net tangible book

value per Unit to investors converting Warrants will be even greater For example after giving effect to the sale of

55200 Warrants in this Offering as of November 15 2012 and the immediate exercise of only fifty percent 50%
of such outstanding Warrants held by the purchasers of the Debentures and the immediate exercise of only fifty

percent 50%of such outstanding Warrants held by Noyes into Units upon the payment of fifty dollars $50.00 per

Unit the Companys pro forma net tangible book value as of November 15 2012 would be increased by $1380000
to $2250000 and the pro forma net tangible book value per Unit on the basis of the number of outstanding Units

of 104150 would have correspondingly increased to $21.60 per Unit These calculations are illustrated in the

following table

This would represent an immediate increase in net tangible book value of $13.25 per Unit to the existing Members

as of November IS 2012 and an immediate dilution in net tangible book value of $28.40 per Unit to new investors

in this Offering who exercised their Warrants The impact upon percentage ownerships of investors in the

outstanding Units upon such scenario is shown by the table that follows
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Pro Forma Unit Holders

Example with Partial Exercise of Warrants

Contribution of cash in

the amount of $250000

and guarantee of Bank

Loan

Contribution of cash

and expenditures on

behalf of the Company
in the amount of

$320000 and guarantee

of Bank Loan

Contribution of cash

equal to $50 per Unit

29928

38308

N/A

Totals 104150 100.00% 104150 100.00%

Class

GLF Realty Inc

2627 Emerson Aye

Indianapolis IN 46218

Class

Title of Existing Existing Pro Forma Pro Forma

Class Name Consideration Units Ownership Units Ownership

Wagner Reese Contribution of cash in

Properties L.L.C
the amount of $300000 35914

Class 34% 26396.55 25.34%
1939 Meridian SI and guarantee of Bank

Carmel IN 46032 Loan

Contribution of cash
Class N/A N/A 2600 2.5%NOV ES WARRANTS equal to $SOler Unit

29%

LBG Reagan Park LLC

301 Carmel Dr Suite C300

Carmel IN 46032

21997.13 21 12%

Class
NEW INVESTORS
WARRANTS

37% 28156.32 27.03%

N/A 25000 24%
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CONFLICTS OF INTEREST

Thomas Smith owns 50% of the membership interest of Leo Brown Group LLC which owns 80% of the

membership interest in LBG Reagan Park LLC LBG Reagan Park LLC currently owns 37% of the membership

interest in the Company Smith will serve on the Companys Board of Managers and as CEO of the Company
Smith is providing personal guarantee on the Bank Loan See the Project -- Bank Loan Leo Brown Group
LLC also owns 63% of LBG Management LLC which owns 50% of Traditions Management LLC who will serve

as the management company for the Senior Living Facility Smith also owns 50% of the membership interest in

Grand Industrial LLC who will serve as the General Contractor for the Senior Living Facility receiving

construction fee for constructing the Senior Living Facility Conflicts of interest may arise among Smith LBG the

Management Company the General Contractor and the Company

Stephen Wagner is an owner of Wagner Reese Properties LLC which has substantial ownership

interest in the Company and Stephen will serve on the Companys Board of Managers Additionally Wagner Reese

Properties LLC owns 25% of the Management Company Traditions Management LLC Stephen is providing

personal guarantee on the Bank Loan See the Project -- Bank Loan Conflicts of interest may arise among

Stephen Wagner Reese Properties LLC and the Company

Michael Wagner is an employee of Leo Brown Group LLC which has substantial ownership interest

in the Company through LBG Reagan Park LLC and Michael is an owner of LBG Reagan Park LLC which has

direct ownership in the Company Michael also owns 5% of LBG Management LLC which owns 50% of

Traditions Management LLC who will serve as the management company for the Senior Living Facility Michael

is providing personal guarantee on the Bank Loan See the Project -- Bank Loan Conflicts of interest may arise

among Michael LBG LBG Reagan Park LLC LBG Management LLC Traditions Management LLC and the

Company

Greg Fuller is an owner of GLF Realty Inc which has substantial ownership interest in the Company
and Greg will serve on the Companys Board of Managers Additionally GLF Realty Inc owns 25% of the

Management Company Traditions Management LLC Greg is providing personal guarantee on the Bank Loan

See the Project -- Bank Loan Conflicts of interest may arise among Greg GLF Realty Inc and the Company

It is anticipated that Grand Industrial LLC will be engaged as the General Contractor and it has common

ownership with Leo Brown Group LLC The General Contractor will receive fee in the approximate amount of

$367000 for constructing the Senior Living Facility The Company believes this fee to be reasonable for the work

to be performed Additionally since the agreement with the General Contractor will be fixed price contract the

General Contractor may receive the benefit of any cost savings associated with the construction of the Senior Living

Facility

Leo Brown Group LLC as the developer of the Senior Living Facility is receiving fee in the amount of

$450000 for providing development services to the Company Sec The Project The Real Estate

In connection with the Offering the Placement Agent will receive 7% placement fee in cash except that

the placement fee will be 4% with respect to gross proceeds up to $450000.00 from investors who are referred by

the Company i.e friends and family in addition the Placement Agent will receive Warrants entitling the

Placement Agent or its assignees to purchase up to 5200 Units of the Company at price of $50.00 per
Unit on or

before December 31 2022 The Placement Agent also will have the right under the Operating Agreement to

appoint remove and replace one member of the Board of Managers for period of approximately ten years
and

perhaps longer See The Company Governance Conflicts of interest may arise between the Placement Agents

designee and the Company
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INDEMNiFICATION

Officers and managers of limited liability company such as the Company owe certain duties to the

company they serve in connection with the use of its assets Officers and managers are fiduciaries and as such are

under obligations of trust and loyalty to the company and members to act in good faith and for the best interest of

the company and its members with due care and diligence Member who believes an officer or manager of the

Company has breached these duties and responsibilities may be entitled to bring an action on behalf of himself and

other similarly situated members as representative thereof class action to recover damages for the breach of

fiduciary duty or on behalf of the Company derivative action The burden of proving such breach and all or

portion of the
expense of such lawsuit would have to be borne by the member or members bringing such actions

The matter of fiduciary responsibilities of officers and managers is continually developing area of the law and

investors who have questions concerning the duties of officers and managers of the Company should consult their

own legal counsel

Notwithstanding the foregoing the Company pursuant to the provisions of Operating Agreement has

agreed to indemnify its officers and managers for any personal liability or expenses they may incur associated with

or in defense of charges claims or legal action arising from such persons position as an officer or manager of the

Company whether brought by Member or any other party The provisions of the Articles and Operating

Agreement will permit the Company to advance monies for these purposes to the individuals involved prior to final

resolution of any changes or proceedings However the Company has no obligation to make such advances or

provide indemnity if the Company determines that such individual acted in bad faith or in wanton disregard of the

best interests of the Company or had reasonable cause to believe such individuals conduct was unlawful or

improper As practical matter such determination would be made by the Hoard of Managers The Company is

also authorized to purchase insurance coverage against potential claims against its officers and/or managers

although such insurance may not at all times be available to the Company at reasonable price

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to managers

officers or persons controlling the Company pursuant to the foregoing provisions the Company may indemnify its

managers officers of persons controlling the Company to the greatest extent permitted by relevant law
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FEDERAL INCOME TAX MATTERS

PROSPECTWE PURCHASERS OF THE DEBENTURES ARE URGED TO CONSULT THEIR
TAX ADVISORS CONCERNiNG THE FEDERAL STATE AND LOCAL INCOME TAX
CONSEQUENCES OF ACQUIRING OWNING AND DISPOSING OF THE DEBENTURES AND ANY
UNITS THAT MAY BE ACQUIRED AS RESULT OF THE EXERCISE OF WARRANT NOTHING
IN THIS OFFERING CIRCULAR SHALL BE DEEMED TAX OR LEGAL ADVICE BY THE COMPANY
ITS MANAGERS ITS MEMBERS OR ITS COUNSEL ANY FEDERAL TAX DISCUSSION
CONTAINED IN THIS OFFERING CIRCULAR INCLUDING ANY ATTACHMENTS WAS WRITIEN
IN CONNECTION WITH THE OFFERiNG AND IS NOT iNTENDED OR WRITTEN TO BE USED AND
CANNOT BE USED BY ANYONE FOR THE PURPOSE OF AVOIDING FEDERAL TAX PENALTIES
THAT MAY BE IMPOSED BY THE FEDERAL GOVERNMENT

General

The following discussion summarizes certain material federal income tax aspects of the purchase

ownership and disposition of the Debentures Warrants and the Units This summary applies only to initial

purchasers of the Debentures who hold them as capital assets and not to other special classes of holders such as

banks life insurance companies dealers in securities and tax-exempt organizations Also this discussion describes

the tax consequences to United States holder except brief comment about Debentures held by non-United

States holder is separately stated below

This summary is based upon the Internal Revenue Code of 1986 as amended the Code the regulations

thereunder published administrative rulings and judicial decisions in effect on the date of this Offering Circular No

assurance can be given that future legislative or administrative changes or court decisions will not significantly

modify the statements expressed in this Offering Circular Any such changes may or may not be retroactive with

respect to transactions completed prior to the effective dates of such changes

Tax Treatment of Holders of Debentures

Payments of interest Interest on Debenture will be taxable to you as ordinary income at the time you
receive it or when it accrues in accordance with your regular method of accounting for tax purposes in addition

you will be required to report as income each year portion of the Original Issue Discount as explained below

Also see Risk Factors Values Assigned to Debenture and Warrant

Sale Exchange or Redemption of the Debentures The Company does not plan to register the Debentures

and does not expect public market to exist for the Debentures but if you do transfer your Debentures you will

generally recognize gain or loss on the sale exchange or redemption of your Debentures equal to the difference

between the amount you realize on the sale exchange or redemption minus your tax basis in
your Debentures For

this purpose the initial tax basis in your Debentures is equal to the purchase price paid for the Debentures less the

amount of such purchase price if any allocated to the Warrants attached to the Debentures Your tax basis will be

reduced by amounts of principal repaid to you by the Company Also for the purpose of recognizing gain the

amount realized does not include any amount attributable to accrued but unpaid interest Amounts attributable to

accrued interest will instead be treated as interest as described under the section above called Payments of

Interest to the extent not previously included in your income for tax purposes Any gain or loss you recognize on

the sale exchange or redemption of your Debentures will be capital gain or loss if the Debentures are held by you as

an investment and will be long-term capital gain or loss if you held the Debentures for more than one year

Long term capital gain is now generally taxed at maximum rate of 15% where property is held for more

than one year This long-term capital gains rate which reflects reduction from the prior maximum rate of 20% is

scheduled to expire after 2012

While the Company intends to repay the Debentures in full in the event such payment in full is not made
the

resulting loss would likely be treated as capital loss rather than deduction against ordinary income
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Backup Withholding and Information Reporting In general if you are non-corporate United States

Holder the Company is required to report to the internal Revenue Service all payments of principal and interest on

your Debentures and the proceeds of the sale or redemption of Debenture before maturity within the United States

Additionally backup withholding at rate of 28% increasing in 2013 will apply to such payments if you fail to

provide an accurate taxpayer identification number or you are notified by the Internal Revenue Service that you have

failed to report all interest and dividends required to be shown on your United States federal income tax return

Backup withholding is not an additional tax The amount of any backup withholding from payment to United

States holder of Debentures will be allowed as credit against such United States holders federal income tax

liability and may entitle such person refund

Original Issue Discount Original issue discount OlD is form of taxable interest that must be

reported on your tax return The Debentures are being issued for lower price than its redemption price at maturity

because of the cost of the accompanying Warrant Part of the original issue discount the amount that it increases

in value each tax year towards maturity must be included in your taxable income as interest on your tax return

You report OlD as it accrues whether or not you receive any taxable interest payments from the Company Please

consult with your tax advisor to properly account for OlD during the term of the Debenture The Placement Agent

and the Company have allocated 2% of the Purchase Price of the Securities to the Warrants therefore the Company
expects to take the position that the total OlD on the Debentures is 2% of the principal amount This allocation is

not binding on the IRS and the IRS may determine that the allocation should be different See Risk Factors

Values Assigned to Debenture and Warrant

Tax Treatment of Holders of Warrants and Units if Warrants are Exercised

Exercise of Warrant Sale Exchange or Redemption of Units Upon your exercise of any Warrant your
initial tax basis in the Units received will equal the Warrant exercise price you pay to the Company plus any
amount of your original subscription price paid for the Debentures and Warrants that is allocated to the Warrants

which the Company has fixed at 2% of the total investment Because the Company is structured to be treated as

partnership for federal tax purposes your initial tax basis in any Units acquired will be adjusted as described in the

section below called Taxation on Account of Company Operations

While the Company does not plan to register the Units and does not expect public market to exist for the

Units if you do transfer your Units you will generally recognize gain or loss on the sale exchange or redemption

of your Units equal to the difference between the amount you realize on the sale exchange or redemption minus

your tax basis in your Units as such basis is described in the immediately preceding paragraph Such gain or loss

will generally be treated as capital gain or loss except to the extent the Company has certain unrealized

receivables and inventory items under Code 751 instead of ordinary income or loss Your holding period of

the Units received upon exercise for the
purpose

of determining whether you will recognize long-term or short-term

gain Or loss upon the disposition of such Units will begin to run on the date that you exercise the Warrant that is

your holding period for the Units will not be tied to the holding period of your Debentures or Warrants in any way

Taxation on Account of Company Operations As mere holder of Debentures and Warrants the

operations of the Company will not affect you from tax standpoint You will be affected taxwise however if you
exercise any of the Warrants to acquire Units The Company being treated as partnership for federal tax

purposes -- itself will not be subject to federal income tax The Company however will file tax return for each

calendar year using its selected method of accounting Each Member will be required to report on such Members
own income tax return the Members share of the Companys income gains losses deductions tax credits and tax

preferences The Company will provide pertinent tax information to Members for use in the preparation of

Members tax returns by March 15 after the close of each calendar year Any undistributed profits or losses

allocated to member will increase in the case of profits and decrease in the case of losses Members tax basis

for such Members Units

In summary the income tax consequences of owning Unit are as follows The references to you
assume that you have exercised Warrants to acquire Units

The Company projects to generate taxable income in the third year of operations So unless you
exercise your Warrant prior to that time you should not anticipate being able to write-off losses

from Unit against taxable income you may have from sources other than the Company Even if
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you owned Units at time when the Company generated tax losses your ability to deduct such

losses on your tax return is restricted by the at risk limitations and the rules governing passive

activity losses You are urged not to invest in the Debentures or Units on the expectation of

being able to use losses from the Company to reduce
your income tax liability attributable to non

Company sources

Commencing with the third full year of operations the Company expects to earn ordinary income

from its operations As noted above if you become member of the Company you will report

your share of the Companys income on your federal tax return and in most cases on your

applicable state tax return even if you do not receive cash distributions related to such income

Generally this will increase your tax liability However your ordinary income attributable to the

Company will likely be passive activity income This means that you may be able to offset

such income with losses you may have from other non-Company passive activities You should

consult
your tax advisor before relying on any such offsets

It is the Companys intent to the extent of available funds to make cash distributions to Unit

holders in an amount at least equal to the income tax liability attributable to the Units Cash

distributions however are not guaranteed So it is possible that the Company will not be able to

distribute sufficient funds to enable you to meet your tax obligations attributable to the Company

Each year that you report taxable income attributable to the Company your tax basis in your Units

is increased by that amount but also decreased by the amount of any cash distributions you
receive

To the extent cash distributions that you receive if any do not exceed your tax basis in your

Units the distribution itself will not be taxable because as discussed above you will have

already been allocated and taxed as to your share of the Company taxable income associated

with the subject cash distribution

Generally upon the dissolution and liquidation of the Company you will recognize income only

to the extent that the sum of the cash and the value of any property subject to certain exceptions

set forth in Code Section 731 distributed to you plus your proportionate share of any then

existing liabilities of the Company which are deemed relieved including nonrecourse liabilities

exceeds your adjusted tax basis in your Units at the time of such dissolution and liquidation

Such transaction will be characterized for tax purposes in the same manner as would sale of

your Units for purposes of determining whether or not the gain is capital gain

Company Tax Elections Information and Procedures The Code requires that the tax treatment of the

Company items be determined at the Company level rather than in separate proceedings with the Members Thus
the availability and amount of tax deductions taken by the Company will depend not only on the general legal

principles discussed herein but also upon various determinations of the Board of Managers Such determinations

are subject to challenge by the IRS on factual or other grounds

Under the procedures described above each Member is required to treat Company items on the Members
return consistently with the treatment on the Companys return Where such treatment is inconsistent statement

must be filed by the Member identifying the inconsistency If the consistency requirement is not satisfied the IRS

may assess deficiency against the Member before audit proceedings are completed at the Company level

LBG Reagan Park LLC is designated as the tax matters member for the Company the TMM and if

that entity is unable or unwilling to serve in that capacity the Board of Managers will appoint replacement TMM
The 1MM is responsible for protecting the interests of the Company in the audit process For example the 1MM is

given the right on behalf of the Company to determine whether to challenge final partnership administrative

adjustment proposed by the IRS by initiating an action in the Tax Court federal district court or the Claims Court

If the TMM determines not to challenge such administrative adjustment notice member or notice group as
defined in the Code may challenge it
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The TMM will have the authority and the responsibilities delegated and imposed under the Code The Code

gives the TMM the discretion to file suit in the Tax Court federal district court or the Claims Court Thus it is

possible although unlikely that Members might be obligated to pay their shares of tax deficiency prior to final

judicial review in order for the Company to gain access to forum believed to be more favorable to its position

The procedures regarding the audit of limited liability companies are complex and cannot be described

completely herein Each Member is urged to seek the advice of his individual tax advisor with respect to those audit

provisions

The Code permits an entity taxed as partnership to elect to adjust the basis of the entitys property on the

transfer of an interest in such entity by sale or exchange or on the death of
person who holds an interest in such

entity and on the distribution of property by the entity to person referred to as Section 754 election The

general effect of such an election by the Company is that transferees of Units are treated for purposes of

depreciation and taxable gain as though they had acquired direct interest in the Companys assets The Company
intends to make Section 754 election if such election is in the opinion of the Board of Managers beneficial to the

Members Elections made by the Company may not always be in the best interests of each particular Member of the

Company

The Company also may make various elections for federal income tax reporting purposes that could result

in various items of income gain loss deduction or credit being treated differently for tax
purposes

than for

accounting purposes

To the extent any Debentures are purchased through an IRA the accompanying Warrants shall be issued

to business trust of which the purchaser will be beneficiary The business trust intends to elect C-Corporation

status for income tax purposes Any Holder that is purchasing the Debentures through an IRA should consult with

its tax advisor as to the consequences of the tax status of the business trust and how it will affect their return upon
exercise of the Warrant

General Taxation of Non-United States Holders

Generally backup withholding and information reporting will not apply to payments made to non-United

States holder if such holder provides the Company the certifications required to avoid such actions It is the

responsibility of any non-United States holder to contact the Company and provide such certifications All non-

United States holders are strongly urged to consult with their tax advisors regarding the purchase of Debentures and

Warrants but this is especially so if nonresident alien individual is present in the United States for 183 days or

more during the year or if such Member is engaged in the conduct of United States trade or business as special

rules may apply

STATE AND LOCAL TAXES

In addition to the federal income tax aspects described above prospective investors should consider

potential state and local tax consequences of an investment in the Company Each investor is urged to consult the

investors own tax advisor to determine whether any particular state or locality will impose tax upon the

investors share of the taxable income of the Company Depending upon applicable state and local laws tax

benefits that are available for federal income tax purposes may not be available to Members for state or local income

tax purposes In addition Members may be taxed on income derived from sources within indiana Non-resident

Members may wish to file state returns in Indiana even in years in which net losses are realized by the Company and

there is not requirement that returns be filed in order to preserve such losses for future years if permitted under

state law The Company will advise each of its Members of the Members share of Indiana income or loss to be

reported The Company may be required to withhold state taxes from distributions to Members in some instances

This
Offering Circular makes no attempt to summarize all of the state and local tax consequences to an investor
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HOW TO INVEST

The Offering shall be available to potential investors until March 31 2013 such date as it may be

extended the Expiration Date provided however that the Company may in its sole and absolute discretion

extend the Offering beyond the Expiration Date for an additional 90 days

The Escrow Agent will hold for the benefit of the subscribers and will not deliver or pay to the Company
any subscription payments for the purchase of Securities until such time as the Escrow Agent has received good
collected funds from subscribers from the sale of Debentures totaling at least $2250000.00 the Minimum
Offering Amount and such subscriptions have been accepted by the Company In the event that the Minimum

Offering Amount is not subscribed for and accepted by the Company on or before the Expiration Date the Escrow

Agent will promptly return all collected funds with interest and subscription documents to the respective

subscribers

To subscribe each investor must submit to the Placement Agent the investors Subscription Agreement

together with good funds payable to the Escrow Agent equal to the purchase price for the Securities the investor

desires to purchase The Company reserves the right to reject in whole or in part any particular investors

subscription for any reason or for no reason Upon the Companys review of such investors Subscription

Agreement the Company may reject in whole or in part any particular investors subscription for any reason or for

no reason
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SELLING ARRANGEMENTS AND PLACEMENT AGENT

David Noyes Company is acting as the exclusive placement agent for the Offering the Placement

Agent on best efforts basis pursuant to that certain Placement Agency Agreement between the Company and

David Noyes Company dated December 2012 David Noyes Company is licensed FINRA broker-

dealer and is licensed in each state where the Securities are being offered and sold As consideration for its services

in connection with the Offering the Placement Agent shall be entitled to receive upon closing of this Offering

placement fee payable in cash in an amount equal to 7% of the purchase price of all Debentures sold except that the

fee will be 4% of the purchase price for Debentures sold to individuals referred by the Company i.e friends and

family if any up to maximum of four hundred fifty thousand dollars $450000 and ii Warrant entitling the

Placement Agent to purchase up to 5200 Units at price of $50.00 per Unit The Warrant issued to the Placement

Agent shall have the same terms and conditions as the Warrants being issued to the investors in this Offering

The Placement Agent Agreement contains other customary terms and conditions such as representations

and warranties of the Company to the Placement Agent regarding various matters including an indemnification

obligation in favor of the Placement Agent and its affiliates for claims costs liabilities fees and
expenses arising

out of the Offering The Placement Agent will also be entitled to reimbursement of its reasonable out-of-pocket

expenses including legal fees and expenses incurred in connection with this Offering up to $35000 and such

other fees and expenses that are approved by the Company The Placement Agent will also have the right to

appoint remove and replace in its discretion one member of the Companys Board of Managers as more

specifically described in Section 4.1b of the Operating Agreement

NO PERSON OR ENTITY OTHER THAN THE PLACEMENT AGENT HAS BEEN AUTHORIZED TO
GIVE ANY INFORMATION OR TO MAKE REPRESENTATIONS IN CONNECTION WITH THE
OFFERING OTHER THAN THE INFORMATION AND REPRESENTATIONS CONTAINED IN THIS
OFFERING CIRCULAR OR OTHERWISE APPROVED BY THE COMPANY AND IF SUCH
INFORMATION OR REPRESENTATIONS ARE GIVEN THEY MUST NOT BE RELIED UPON AS
HAVING BEEN AUTHORIZED BY THE COMPANY
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EXHIBIT

REAGAN PARK SENIOR LIVING LLC
an Indiana limited liability company

SUBSCRIPTION DOCUMENTS
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INSTRUCTIONS TO INVESTORS

AFTER YOU HAVE DECIDED TO SUBSCRIBE FOR DEBENTURES AND WARRANTS THE
SECURiTIES OF REAGAN PARK SENIOR LIVING LLC AN INDIANA LIMITED LIABILITY
COMPANY THE COMPANY PLEASE OBSERVE THESE INSTRUCTIONS

Subscription Agreement Complete and sign one Subscription Agreement attached as pages A-5

through A-b together with the Risk Acknowledgement attached thereto

as Appendix PLEASE READ THE SUBSCRIPTION AGREEMENT
AND RISK ACKNOWLEDGEMENT IN THEIR ENTIRETY THEY
CONTAIN VARIOUS STATEMENTS AND REPRESENTATIONS OF
SUBSCRIBERS

Debentures may be purchased in increments of$ 1000.00 with minimum

principal amount per Debenture of $25000.00 and maximum principal

amount per investor of $500000.00

Payment Checks should be made payable to Merchants Bank of Indiana which is

acting as escrow agent in connection with this Offering

Return the Subscription Agreement together with the Risk Acknowledgement attached thereto as

Appendix and the Payment to John Reed President Investment Banking Division David Noyes

Company 250 96th Street Suite 300 Indianapolis IN 46260

All information is to be typed or printed in ink

See Note on page A-3 below if two or more individuals intend to jointly subscribe for the Securities

See Note on page A-3 below if corporation limited liability company partnership or trust intends to

subscribe for the Securities
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Note

SPECIAL INSTRUCTIONS FOR
INDIVIDUALS PURCHASING SECURITIES JOINTLY

If two or more individuals jointly purchase Securities each individual must sign Subscription Agreement

Note

SPECIAL INSTRUCTIONS FOR
CORPORATIONS LIMITED LIABILITY COMPANIES

PARTNERSHIPS AND TRUSTS

If the purchaser is corporation limited liability company partnership trust or other entity the Entity
the following additional instructions must be followed lnformation additional to that requested below may also be

required in some cases

Provide copy of the articles or certificate of incorporation and by-laws ii partnership

agreement iii articles of organization and operating agreement or iv trust agreement as the case may be
statement of the assets and liabilities of the Entity and appropriate resolutions authorizing the purchase of the

Securities by the Entity

11 An authorized officer member manager partner or trustee must date sign and fill in the Entitys

name in the certificate on Page A-4 hereof
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OFFICER MEMBER MANAGER PARTNER OR TRUSTEE CERTIFICATE

hereby certify to Reagan Park Senior Living LLC the Company that

The Entity listed below has been duly formed is validly existing and has full power and authority to

invest in the Securities of the Company

The Entitys Subscription Agreement has been duly and validly authorized executed and delivered by

duly authorized representative of the Entity and Constitutes the valid binding and enforceable agreement of the

Entity

Dated

of Entity

By _______

Printed Name

Title
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SUBSCRIPTION AGREEMENT

Gentlemen

The undersigned hereby subscribes for and agrees to purchase 9% unsecured debenture due
December 31 2017 in the principal amount set forth on the signature page of this Subscription Agreement the

Debenture of Reagan Park Senior Living LLC an Indiana limited liability company the Company and ii
warrant to purchase the number of Class Units set forth on the signature page of this Subscription Agreement the

Units of the Company for the exercise price of $50.00
per

Unit the Warrant together the Debenture
Warrant and Units are referred to herein as the Securities on the terms and conditions hereinafter set forth The

undersigned acknowledges that for each $1000 of Securities purchased $980 shall be allocated to the cost of the

Debenture and $20 shall be allocated to the cost of the Warrant which shall be the subscribers basis in the

Warrant and the undersigned will be required to report the original issue discount the difference between the cost

of the Debenture and its value at maturity relating to the cost of the Debenture on his her or its tax returns over the

term of the Debenture The undersigned acknowledges and understands that the proceeds to the Company from the

sale of the Securities will be used pursuant to the terms and conditions of that certain Offering Circular of the

Company dated ______________________ 2012 and the exhibits attached thereto and incorporated therein the

Offering Circular copy of which was delivered to and reviewed by the undersigned lithe undersigned is

purchasin the Securities through an individual Retirement Account please see the additional disclosure and

execute this agreement on page A-9

The undersigned understands that investment in the Securities involves high degree of risk and is suitable

only for sophisticated investors The undersigned further understands that the Securities including the Units

purchased by exercise of the Warrant are being offered in reliance upon an exemption from registration provided by
the federal Securities Act of 1933 as amended 1933 Act and Regulation of the Securities and Exchange
Commission thereunder Regulation and certain state securities laws or regulations if not registered in such

states Accordingly the undersigned hereby represents and warrants to the Company and intends that the Company
rely upon these representations and warranties for the

purpose of establishing the acceptability of this subscription

offer as follows

The undersigned has received and reviewed copy of the Offering Circular

The undersigned acknowledges that the Company has made available to him her or it the

opportunity to ask questions and receive answers concerning the Company the Debenture the Warrant and

the Units the Offering Circular the Companys Articles of Organization the Companys Operating

Agreement the Companys financing including but not limited to any appraisals and projections and any
other information about the Company reasonably requested by the undersigned

The undersigneds principal residence or principal office in the case of corporation limited

liability company partnership or trust both at the time of the initial offer of the Securities to the undersigned and at

present was and is within the state of the undersigneds mailing address indicated on the signature page

The undersigned agrees that notwithstanding the place where this Subscription Agreement may be

executed by any of the parties hereto all the terms and provisions hereof shall be construed in accordance with and

governed by the laws of the State of Indiana without regard to principles of conflicts of laws

Prior to the receipt of any Securities upon exercise of the Warrant the undersigned agrees that the

he she or it shall execute and become party to
any agreement instrument or document as may be reasonably

requested by the Company to evidence the purchase of the Units underlying the Warrant and the exercise of the

Warrant and the Operating Agreement of the Company copy of which is attached to this Offering Circular as

Exhibit

The undersigned understands that he she or it has no right to require the Company to register the

Securities or the Units under federal or state securities laws at any time

The undersigned meets the suitability requirements set forth in the Risk Acknowledgement
attached hereto as Appendix
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The undersigned recognizes that the Company shall have the right to reject this subscription in

whole or in part for
any reason whatsoever and promptly return the subscription proceeds with interest

THE FOLLOWING ADDITIONAL REPRESENTATIONS ONLY APPLY TO RESIDENTS OF
THE STATE OF FLORIDA IF YOU ARE NOT FLORIDA RESIDENT PLEASE SKIP TO THE
SIGNATURE PAGES

The undersigned is purchasing the Securities for his her or its own investment and not with view

to the distribution or resale thereof to anyone else

The undersigned acknowledges that the Company has disclosed in writing to him her or it that the

transferability of the Securities including any Units purchased upon the exercise of the Warrant are severely
limited and that the undersigned must continue to bear the economic risk of this investment for an indefinite period

of time since the Securities have not been registered under the 1933 Act or any state securities laws and therefore

cannot be offered or sold unless they are subsequently registered under such laws or an exemption from such

registration is available

The undersigned agrees that the Securities purchased and any Units subsequently purchased upon
the exercise of the Warrant will not be sold transferred pledged or hypothecated without registration under the

1933 Act and any applicable state securities law or until the undersigned has delivered an opinion of counsel

satisfactory to the Company that such registration is not required in connection with any such transaction if

requested by the Company

The undersigned has such knowledge and experience in financial and business matters that he she

or it is capable of evaluating the merits and risks of investment in the Securities including the Units

If the undersigned is an accredited investor as defined in Rule 50 1a promulgated under the

1933 Act please check all of the following that apply

natural
person

who had an individual incom in excess of $200000 in each of the two

most recent years or joint income2 with that persons spouse in excess of $300000 in each of

those
years and has reasonable expectation of reaching the same income level in the current

year

For purposes of this item individual income means adjusted gross income as reported for federal income tax purposes
less any income attributable to spouse or to property owned by spouse increased by the following amounts hut not

including any amounts attributable to spouse or to property owned by spouse the amount of any interest income

received which is tax-exempt under 103 of the Code ii the amount of losses claimed as limited partner in limited

partnership as reported on Schedule of Form 1040 iii any deduction claimed for depletion under 611 et seq of the

Code and iv any amount by which income from long-term capital gains has been reduced in arriving at adjusted gross

income pursuant to the provisions of 1202 of the Code prior to its repeal by the Tax Reform Act of 1986

For purposes of this item joint income means adjusted gross income as reported for federal income tax purposes

including any income attrihtaable to spouse or to properly owned by spouse increased by the following amounts

including any amounts attributable to spouse or to property owned by spouse the amount of any interest income

received which is tax-exempt under 103 of the Code ii the amount of losses claimed as limited partner in limited

partnership as reported on Schedule of Form 1040 iii any deduction claimed for depletion under 611 cl seq of the

Code and iv any amount by which income from long-term capital gains has been reduced in arriving at adjusted gross

income pursuant to the provisions of l202 of the ode prior to its repeal by the lax Reform Act of 1986
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LI Any natural
person whose individual net worth or whose joint net worth with such persons

spouse as of the date such persons purchase of securities exceeds $1000000 excluding in

such calculation the value of such persons primary residence

LI bank as defined in Section 3a2 of the 1933 Act or any savings and loan association or

other institution as defined in Section 3a5A of the 1933 Act whether acting in its

individual or fiduciary capacity any broker or dealer registered pursuant to Section 15 of the

Securities Exchange Act of 1934 as amended any insurance company as defined in Section

213 of the Act any investment company registered under the Investment Company Act of

1940 as amended or business development company as defined in Section 2a48 of that

Act any Small Business Investment Company licensed by the U.S Small Business

Administration under Section 301c or of the Small Business Investment Act of 1958 as

amended any plan established and maintained by state its political subdivisions or any

agency or instrumentality of state or its political subdivisions for the benefit of its

employees if such plan has total assets in excess of $5000000 any employee benefit plan

within the meaning of the Employee Retirement Income Security Act of 1974 as amended
ERISA if the investment decision is made by plan fiduciary as defined in Section 321
of ERISA which is either bank savings and loan association insurance company or

registered investment adviser or if the employee benefit plan has total assets in excess of

$5000000 or if self-directed plan with investment decisions made solely by persons that

are Accredited Investors

private business development company as defined in Section 202a22 of the Investment

Advisers Act of 1940 as amended

An organization described in Section 501cX3 of the Internal Revenue Code of 1986 as

amended corporation Massachusetts or similarbusiness trust or partnership not formed

for the specific purpose of acquiring the Securities with total assets in excess of $5000000

LI trust with total assets in excess of $5000000 not formed for the specific purpose of

acquiring the Securities whose purchase is directed by sophisticated person as described in

Rule 506b2ii of Regulation

LI An entity in which all of the equity owners are accredited investors as that term is defined in

Regulation under the 1933 Act

director executive officer or manager of the Company or director officer or managing

member of the manager of the Company

ISignature Pages FollowI
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IN WITNESS WHEREOF the undersigned has executed this Subscription Agreement as of the day of

___________
2012

Principal Amount of Debentures Subscribed for $____________________

No of Units Purchasable by Warrant Exercise
____________________ here insert the result of

dividing the dollar amount of Debentures Subscribed by $50

Signature

Type or print name

Officer Title if entity

Entitys Name if applicable

Residence or Principal Place of Business Address

City State and Zip Code

Telephone Number

Social Security Number or Tax Identification Number
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SIGNATURE PAGE FOR IRA JNVESTORS

The undersigned is purchasing the Securities through his or her Individual Retirement Account IRA
and acknowledges the following information in addition to the preceding

The IRA named below in lieu of receiving any direct interest in Warrants will receive

beneficial interest in business trust the Trust to be established organized and operated throughout its entire

time exclusively at Company expense and the Trust will hold the respective Warrants accompanying the

Debentures in its legal name for the benefit of that IRA The trustee will exercise the Warrants at the direction of

the IRA in accordance with trust agreement which the IRA
agrees to execute For more detailed discussion of

the effect of investing through an IRA please see Description of the Offering The Warrants in the Offering

Circular and consult with
your legal and tax advisor

IN WITNESS WHEREOF the undersigned has executed this Subscription Agreement as of the day of

2012

Principal Amount of Debentures Subscribed for $____________________

No of Units Purchasable by Warrant Exercise through the Trust
___________________ here insert

the result of dividing the dollar amount of Debentures Subscribed by $50

Signature

Type or print name

Name of IRA__________________________

Name of IRA Custodian_________________

Residence or Principal Place of Business Address

City State and Zip Code

Telephone Number

Social Security Number or Tax Identification Number
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This Subscription Agreement is accepted as of the
_____ day of 2012

REACAN PARK SENIOR LIVJNG LLC

By _________ _________

Printed
_______________ _______

Title
_______________________________
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RISK ACKNOWLEDGEMENT

David
Noes Company

250 West 96t Street Suite 300

Indianapolis IN 46260

To Whom It May Concern

The undersigned hereby subscribes for and agrees to purchase 9% unsecured

debenture due December 2017 in the principal amount set forth on the signature page of the

Subscription Agreement the Debenture of Reagan Park Senior Living LLC an Indiana

limited liability company the Company and ii warrant to purchase the number of Class

Units set forth on the signature page of the Subscription Agreement the Units of the

Company for the exercise price of $50.00 per Unit the Warrant together the Debenture

Warrant and Units are referred to herein as the Securities on the terms and conditions

hereinafter set forth The undersigned acknowledges that for each $1000 of Securities

purchased $980 shall be allocated to the cost of the Debenture and $20 shall be allocated to the

cost of the Warrant which shall be the subscribers basis in the Warrant and the undersigned

will be required to report the original issue discount the difference between the cost of the

Debenture and its value at maturity relating to the cost of the Debenture on his her or its tax

returns over the term of the Debenture The undersigned acknowledges and understands that the

proceeds to the Company from the sale of the Securities will be used pursuant to the terms and

conditions of that certain Offering Circular of the Company dated ______________________
2012 and the exhibits attached thereto and incorporated therein the Offering Circular
copy of which was delivered to and reviewed by the undersigned

The undersigned understands that investment in the Securities involves high degree of

risk and is suitable only for sophisticated investors The undersigned further understands that the

Securities including the Units purchased by exercise of the Warrant are being offered in

reliance upon an exemption from registration provided by the federal Securities Act of 1933 as

amended 1933 Act and Regulation of the Securities and Exchange Commission thereunder

Regulation and certain state securities laws or regulations if not registered in such states

Accordingly the undersigned hereby represents and warrants to the Company and intends that

the Company rely upon these representations and warranties for the purpose of establishing the

acceptability of this subscription offer as follows

The undersigned has received and reviewed copy of the Offering Circular

The undersigned acknowledges that the Company has made available to him her

or it the opportunity to ask questions and receive answers concerning the Company the

Debenture the Warrant and the Units the Offering Circular the Companys Articles of

Organization the Companys Operating Agreement the Companys financing including

but not limited to any appraisals and projections and any other information about the

Company reasonably requested by the undersigned

The undersigneds principal residence or principal office in the case of

corporation limited liability company partnership or trust both at the time of the initial offer of



the Securities to the undersigned and at present was and is within the state of the undersigneds

mailing address indicated on the signature page

The undersigned agrees that notwithstanding the place where the Subscription

Agreement may be executed by any of the parties hereto all the terms and provisions hereof

shall be construed in accordance with and governed by the laws of the State of Indiana without

regard to principles of conflicts of laws

Prior to the receipt of any Securities upon exercise of the Warrant the

undersigned agrees that the he she or it shall execute and become party to any agreement
instrument or document as may be reasonably requested by the Company to evidence the

purchase of the Units underlying the Warrant and the exercise of the Warrant and the

Operating Agreement of the Company copy of which is attached to the Offering Circular as

Exhibit

The undersigned understands that he she or it has no right to require the

Company to register the Securities or the Units under federal or state securities laws at any time

The undersigned recognizes that the Company shall have the right to reject the

subscription in whole or in part for any reason whatsoever and return the subscription proceeds

without interest

The undersined acknowledges minimum of $85000 in annual income or

$250000 Liquid Net Worth excluding home and furnishings

The undersigned represents that this illiquid investment does not exceed 10% of

his her or its Liquid Net Worth4 nor does the total of his her or its illiquid investments exceed

20% of his her or its Liquid Net Worth4

Definition of Liquid Net Worth The part of an individuals net worth that can be readily turned into cash

Liquid Net Worth includes investments such as stocks and mutual funds but does not include assets that are

difficult to readily convert such as real estate furnishings or cars

Sincerely

Signature _____________________________

Signature ______________________________

Acct _________________________________

1N0501 l366039v2
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RECEIVED 0212312009 0944 AM
APPROVED AND FILED

TODD ROKITA

INDIANA SECRETARY OF STATE

2/23/2009 944 AM

-- ARTICLES OF ORGANIZATION

Formed pursuant to the provisions of the Indiana Business Flexibility Act

___________ ARTICLE_I NAME AND_PRINCIPAL OFFICE
____

REAGAN PARK SENIOR LIVING LLC

ARTICLE II- REGISTERED OFFICE AND AGENT
Thomas Smith

14830 Bixby Drive Westfield IN 46074

ARTICLE III GENERAL INFORMATION

Effective Date 2/23/2009

\A/hat IS the latest date upon which the Perpetual

entity is to dissolve

Who will the entity be managed by Managers

Electronic Signature Thomas Smith

Fage of Control Number 2009022300337 DCN 2009022389678
Transaction Id TR09022300013
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State of indiana

Office of the Secretary of State

CERTIFICATE OF ORGANIZATION

of

REAGAN PARK SENIOR LiVLNG LL
Fodd Rokita Secretary of State of Indiana hereby certify that Articles of Organization of the aho\

Limited Liability Company LLC have been presented to me at my office accompanied by the

fees prescribed by law and that the documentation presented confirms to law as prescribed by the

pro-isions of the Indiana Business Flexibiliw Act

N.W THEREFORE with this document certify that said transaction will become effective Monday
February 23 2009

In Witness Whereof have caused to be affixed my
signature and the seal of the State of Indiana at the City of

Indianapolis February 23 2049

TODD ROKITA
SECRETARYOF STATE

21 22 3u033 2111 Ci lNL
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AMENDED MID RESTATED
OPERATING AGREEMENT

OF

REAGAN PARK SENIOR LIVINGLLC

THIS AMENDED AND RESTATED OPERATING AGREEMENT Agreement

dated and effective as of the day of December 2012 is by and among the Persons listed in

Schçj hereto which Persons constitute all of the Members of Reagan Park Senior Living

LLC an Indiana limited liability company the Company

RECITALS

WI-IEREAS the Company was organized on February 23 2009 by Leo Brown Group

LLC the sole member of the Company CLBG for the purpose of owning and operating

senior living community on certain parcel of real estate containing acres located on West 10th

Street County Road 100 in Avon Hendricks County Indiana the Real Estate and

WHEREAS LBG has transferred its interest in the Company to LBG Reagan Park LLC

subsidialy of LBG LBG Reagan Park and

WHEREAS in connection with the admission of additional members as of the date

hereof LBG Reagan Park and such additional members desire to adopt this Agreement as the

Operating Agreement for the Company completely amending restating and superseding the

existing operating agreement of the Company the Existing Operating Agreement

NOW THERFORE in consideration of the premises and the mutual promises herein

contained the Members hereby agree that the Existing Operating Agreement shall be and it

hereby is completely amended and restated to read as follows

SECTION

Definitions

As used herein

5% Owner means Member that owns and holds directly or through Affiliates five-

percent 5% or more of any class of the Units determined on fully-diluted basis

has the meaning specified in jon 10.2LkXjji

Acl means the Indiana Business Flexibility Act IC 23-18-i-I et seq as amended from

time to time

AdditionaLCpqLQIkJ4iPJi has the meaning specified in $cljon 4.4c



Ad/usted Capital Account means the Capital Account of Member increased by ii
the amount of that Members share of Minimum Gain defined under Treasury Regulation

1.7O4-2gl and increased further iii the amount of that Members share of Nonrecourse

Debt Minimum Gain defined under Treasury Regulation l.704-2i5

Affiliate1 means am Person who directly or indirectly Controls is Controlled by or is

under common Control of such Person

Agreement means this Amended and Restated Operating Agreement as the same may
be amended from time to time

Allocation Year means the period commencing on the Effective Date and ending on

the December 31 next succeeding ii am subsequent period commencing on January and

ending on the December 31 next succeeding or iiiany portion of the period described in clause

ii for which the Company is required to allocate Profits Losses and other items of Company
income gain loss or deduction pursuant to Section

Approval of the Members means except as provided in this Agreement or by law with

respect to any matter requiring vote of the Members that such matter is approved by the

affirmative voting in favor of such matter by Members having in the aggregate more than fifty-

percent 50% of all Percentage Interests outstanding

Approved Sale has the meaning specified in Section 10.2di

An/des means the Companys Articles of Organization filed Februar 23 2009 in the

Office of the Secretar of State of Indiana as the same may be amended from time to time

Available Cash means the aggregate amount of cash on hand or in the bank money

market or similar accounts of the Company from time to time derived from the business and

operations of the Company after payment or provision for payment of all reasonable costs

and expenses of operations ii after payment or provision for payment of debt service such as
but not limited to regularly scheduled principal interest costs and expenses relative to any

Credit Facility or other indebtedness of the Company including without limitation any Member

Loans and iii after taking into account any amount required or appropriate to establish

maintain and replenish Reserves

Bank means Merchants Bank of Indiana an Indiana financial institution

Bank Loan means the financial accommodation to be provided the Company by the

Bank in the form of the Construction Loan hich shall be refinanced by the Mortgage Loan

Board ofManagers has the meaning specified in Section 1a

cpital_Account means with respect to any Member the Capital Account maintained

for such Person in accordance with the following provisions



To each Persons Capital Account there shall be credited such Persons Capital

Contributions such Persons distributive share of Profits and any items in the nature of

income or gain that are specially allocated pursuant to Section 6.4 and the amount of any

Company liabilities assumed by such Person or that are secured bs any Company

propertY distributed to such Person

ii To each Persons Capital Account there shall be debited the amount of cash

and the Gross Asset Value of any Compans property distributed to such Person pursuant

to any provision of this Agreement such Persons distributive share of Losses and any

items in the nature of expenses or losses that are specially allocated pursuant to Section

6.4 and the amount of any liabilities of such Person assumed by the Company or that are

secured any property contributed by such Person to the Company

iii In the event Units are transferred in accordance with this Agreement the

transferee shall succeed to the Capital Account of the transferor to the extent it relates to

the transferred Units

iv In determining the amount of any liability for purposes of subparagraphs

and ii and the definition of Adjusted Capital Accountu there shall be taken into

account Code Section 752c and any other applicable provisions of the Code and

Regulations

The foregoing provisions and the other provisions of this Agreement relating to the maintenance

of Capital Accounts are intended to comply with Treasury Regulation 1.704-1b and shall be

interpreted and applied in manner consistent with such Regulations In the event the Board of

Managers shall determine that it is prudent to modify the manner in which the Capital Accounts

or any debits or credits thereto including without limitation debits or credits relating to

liabilities that are secured by contributions or distributed property or that are assumed by the

Company or Members are computed in order to comply with such Regulations the Board of

Managers max make such modification provided that it is not likely to have material adverse

effect on the amounts distributed to any Person pursuant to Section 6.2 upon the dissolution of

the Company The Board of Managers shall also make any adjustments that are necessary or

appropriate to maintain equahtv between the aggregate Capital Accounts of the Members and the

amount of Company capital reflected on the Companys balance sheet as computed for book

purposes in accordance with Treasury Regulation l.704-lb2ivq and ii make an

appropriate modifications in the event unanticipated events might otherwise cause this

Agreement not to comply with Treasury Regulation 1.704-1b provided that to the extent that

any such adjustment is inconsistent with other provisions of this Agreement and would have

material adverse effect on any Member such adjustment shall require the consent of such

Member

cipital Contribution means the total value of cash and the agreed fair market value of

propert other than any unfunded Reimbursement Guarantee contributed to the Company by

each Member under Section 4.4 hereof Any reference in this Agreement to the Capital



Contribution of Member shall include all Capital Contributions made any prior Member for

the interest of such Member and shall be reduced by any distributions to such prior Member in

return of the Members Capital Contnbutions as contemplated by this Agreement

lass Member means LBG Reagan Park and any Substituted Member which

succeeds to LBG Reagan Parks Class Units

Class capital ontrihiuions means the Initial Class Capital Contributions and any

Additional Capital Contributions

lass Member means each Member designated as Class Member on Schedule

hereto and any Substituted Member which succeeds to the Units of such Class Member

lass Member means each Member designated as Class Member on Schedule

hereto and any Substituted Member which succeeds to the Units of such Class Member

Code means the Internal Revenue Code of 1986 as amended and as it ma be further

amended from time to time

Iompanv means Reagan Park Senior Living LLC an Indiana limited liability

company

Construction Loan means the loan being provided by the Bank for the stated purpose of

financing the acquisition and construction of the Project and in the amount of Eight Million Four

Hundred Six Thousand Dollars $8406000

ontrol or controlled means having the power to direct or influence the direction of

the actions management or policies of Person directly or indirectly through the ownership of

voting securities by contract or othenvise

o-Sale interest has the meaning specified in Section 10.2civA

Co-Sale Notice has the meaning specified in Section 0.2ci

Co-Sale Riglit has the meaning specified in Section 0.c

Credit Facilit means as the context may require the Bank Loan ii the

Reimbursement Obligation and/or iiian institutional credit facilit provided to the Company

to reissue replace or refinance the Bank Loan or the Reimbursement Obligation in vhoIe or in

part

/ehentures means the Companys 9% Unsecured Debentures due December 2017

issued in the Noves Offering including any substitute or replacement Debenture



1eprecicit/on means for each Allocation Year an amount equal to the depreciation

amortization or other cost recovery deduction allowable for federal income lax purposes with

respect to an asset for such Allocation Year except that if the Gross Asset Value of an asset

differs from its adjusted basis for federal income tax purposes at the later of the beginning of

such Allocation Year or the date on which such asset was acquired Depreciation shall be an

amount that bears the same ratio to the then current Gross Asset Value as the federal income tax

depreciation amortization or other cost recovery deduction for such Allocation Year bears to the

then current adjusted tax basis provided however that if the adjusted basis for federal income

tax purposes of an asset at such time is zero Depreciation shall be determined with reference to

the then current Gross Asset Value using any reasonable method selected by the Board of

Managers

Effective Date means the date first written above

Existing Qperaung Agreemern has the meaning specified in the Recitals

Expenses has the meaning specified in Section 13.1hi

FamE/v Member means with
respect to Member who is an individual such

individuals parent spouse sibling or lineal descendants including legally-adopted descendants

of either the Member or the Members spouse

First OfjŁr Period has the meaning specified in Section lO.2biii

GAA/ has the meaning specified in Section 5.1

Gross Asset Value meanS with respect to any asset the assets adjusted basis for federal

income lax purposes except as follows

The initial Gross Asset Value of any asset contributed by Member to the

Company shall be the gross fair market value of such asset as determined by the

contributing Member and the Board of Managers

ii The Gross Asset Values of all Company assets shall be adjusted to equal their

respective gross fair market values as determined by the Board of Managers as of the

following limes the acquisition of an additional interest in the Company by any new

or existing Member in exchange for more than de minimis Capital Contribution the

distribution by the Company to Member of more than de mEn/mis amount of Company

property as consideration for an interest in the Companv and the liquidation of the

Company within the meaning of Treasury Regulation l.704-lb2iig provided

however that adjustments pursuant to clauses and above shall be made only if the

Board of Managers reasonably determines that such adjustments are necessary or

appropriate to reflect the relative economic interests of the Members in the Company

iii The Gross Asset Value of any Company asset distributed to any Member



shall be adjusted to equal the gross fair market value of such asset on the dale of

distribution as determined by the distributee and the Board of Managers and

i% The Gross Asset Values of Company assets shall be increased or decreased

to reflect any adjustments to the adjusted basis of such assets pursuant to Code Section

734b or Section 743b but only to the extent that such adjustments are taken into

account in determining Capital Accounts pursuant to Treasury Regulation

l.7O4-lb2iv and subparagraph vi of the definition of Profits and Losses in

this Section provided however that Gross Asset Values shall not be adjusted pursuant

to this subparagraph iv to the extent the Board of Managers determines that an

adjustment pursuant to subparagraph ii is necessary or appropriate in connection with

transaction that would otherwise result in an adjustment pursuant to this subparagraph

iv

The initial Gross Asset Value of any asset acquired in Company transactrnn

shall be that assets gross fair market value if such assets valuation assigned for federal

income tax purposes in such transaction differs from the valuation required to be used by

generally accepted accounting principles

If the Gross Asset Value of an asset has been determined or adjusted pursuant to subparagraphs

iiiv or such Gross Asset Value shall thereafter be adjusted by the Depreciation taken

into account with respect to such asset for purposes of computing Profits and Losses

IndemnifIed Person has the meaning specified in Section 13 1a

Independent Third Iartv means any Person who immediately prior to the

contemplated transaction is not 5% Owner ii who is not an Affiliate or Family Member of

any such 5% Owner or iii who is not trust for the benefit of such 5% Owner or any of such

5% Owners Affiliates or Family Members

Initial Class Capital ontributions has the meaning specified in Section 4.4b

Involuntary irans/r means ans Transfer in which Member is involuntanlv deprived

of any right title or interest in or to any Unit including without limitation any Transfer as

result of the death or incapacity of Member ii any seizure under lev or attachment or

execution iii for Member who is an individual any Transfer pursuant to decree of divorce

or rn-i agreement of separation iv any Transfer in connection with bankruptcy to trustee in

bankruptcy receiver or other officer or agency or in connection with any other court proceeding

and any Transfer to state or to public officer or agency pursuant to any statute pertaining

to escheat or abandoned property

I.BG has the meaning set forth in the Recitals

LBG Rea.Lan Park has the meaning set forth in the Recitals



Liability has the meaning specified in Section 13.lhii

Ma/orTh Memberst has the meaning specified in Section 0.2dJfl

Manager means each individual elected or appointed as Manager in accordance with

Section

Member means the Persons identified on Schedule hereto as members of the

Company as amended from lime to time and any New Member or Substituted Member

Member Loans has the meaning specified in Section 4.3

Missed Capital Contribution has the meaning specified in Section 4.40

Mortgage Loan means loan being provided by the Bank for the stated purpose of

refinancing the Construction Loan and in the amount of Eight Million Four Hundred Six

Thousand Dollars $8406000

New Allocation has the meaning specified in Section 6.6b

New Member means Person admitted to the Company as member pursuant to

Section 4.2

New Units has the meaning specified
in Section 10.3b

Non-onlrihuling Member has the meaning specified in Section 4.4f

Noes means David Noves Company an Illinois corporation its successors and

assigns

Toves NominaJon_Rights Expiration 1ate means December 31 2022 pided
hosv ever that if on December 2022 the initial Class Members hold in the aggregate 30%

or more of the Units such expiration date shall be automatically extended until the first date the

initial Class Members cease to hold in the aggregate at least 15% of the Units

Noves OftŁring mean the Companys offering through Noyes as exclusive placement

agent of up to $2500000 of its Debentures with detachable Warrants representing the right of

the Warrant Holders thereof to purchase up to 50000 Class Units at fifty dollars $50.00 per

Unit at an time on or after December 31 2015 and prior to 500 p.m on December 31 2022 In

partial consideration for its services in connection with the offering Noyes has received 5.200

Warrants which are in addition to the 50.00 which sere issuable in the offering

Ofler Expiration Jate has the meaning specified in Section lO.2bvi

1irLi has the meaning specified in Section 13 lhiii



Percentage Interest means with
respect to Member such Members Units expressed

as percentage of all of the Units outstanding and as reflected on Schedule hereto as the same

may be adjusted from lime to time in accordance with this Agreement

Person means any individual corporation partnership limited liability company
association trust orgarnzation government governmental agency political subdivision or other

entity

Pledge means with respect to all or an portion of Units to cause or permit such Units

to be or become securtv or collateral for an liability obligation or indebtedness of any Person

PrejØrred Return means simple interest in an amount equal to nine percent 9% per

annum on the Class Members and Class Members Unretumed Capital Contributions which

shall accrue daily and not compound commencing on the effective date of the applicable Capital

Contribution and continuing through and including the return of the Class Members and Class

Members Capital Contributions

Proceeding has the meaning specified in Section 13 1hiv

Profits and Losses means for each Allocation Year an amount equal to the

Companys taxable income or loss for such Allocation Year determined in accordance with

Code Section 703a for this purpose all items of income gain loss or deduction required to be

stated separately pursuant to Code Section 703a1 shall be included in taxable income or loss

with the following adjustments

Any income of the Company that is exempt from federal income tax and

not otherwise taken into account in computing Profits or Losses pursuant to this

definition of Profits and Losses shall be added to such taxable income or loss

ii Any expenditures of the Company described in Code Section 705a2B
or treated as Code Section 705a2B expenditures pursuant to Treasury Regulation

l.704-lb2iv and not othenvise taken into account in computing Profits or Losses

pursuant to this definition of Profits and Losses shall be subtracted from such taxable

income or loss

iii In the event the Gross Asset Value of any Company asset is adjusted

pursuant to subparagraphs ii or iii of the definition of Gross Asset Value the

amount of such adjustment shall be taken into account as gain or loss from the disposition

of such asset for purposes of computing Profits or Losses

iv Gain or loss resulting from any disposition of Company property with

respect to which gain or loss is recognized for federal income tax purposes shall be

computed by reference to the Gross Asset Value of the property disposed ol



notwithstanding that the adjusted tax basis of such property differs from its Gross Asset

Value

In lieu of the depreciation amortization and other cost recovery

deductions taken into account in computing such taxable income or loss there shall be

taken into account Depreciation for such Allocation Year computed in accordance with

the definition of Depreciation

vi To the extent an adjustment to the adjusted tax basis of any Company
asset pursuant to Code Section 734b or Section 743b is required pursuant to Treasur

Regulation .74-lb2ivrn to be taken into account in determining Capital

Accounts as result of distribution other than in complete liquidation of Members

Unit the amount of such adjustment shall be treated as an item of gain if the adjustment

increases the basis of the asset or loss if the adjustment decreases the basis of the asset

from the disposition of the asset and shall be taken into account for purposes of

computing Profits or Losses and

vii Notwithstanding any other provision of this definition of Profits and

Losses any items that are specially allocated pursuant to Section 6.4 shall not be taken

into account in computing Profits or Losses

The amounts of the items of Company income gain loss or deduction available to be special lv

allocated pursuant to Sections 6.4 shall be determined by applying rules analogous to those set

forth in subparagraphs through vi above

Project has the meaning specified in Section 1a

Pro Jata Share means as to Member at any time of determination the proportion

determined by fraction the numerator of which is such Members unfunded principal share of

the Reimbursement Guarantee set forth on Schedule and the denominator is the aggregate

unfunded principal amount of the Reimbursement Guarantee of all Members set forth on

Schedule at such time

Real Estate has the meaning set forth in the Recitals

Reimbursemeni Obligation means as of an time of determination the obligation of

the Company then-extant to pay an Credit Facility according to its terms including but not

limited to the obligations to reimburse drawings under the Bank Loan to pay interest thereon

and to pay any fees or charges in connection therewith

Reimbiuement Guarantee means the undertakings of the Class Members under any

guarantees of the Reimbursement Obligation

Remaining Members has the meaning specified in Section lO.2bi



Reserves means any reserves as the Board of Managers determine in their reasonable

discretion and in good faith taking into consideration the best interests of the Company its

businesses and all of its Members need to be set aside from time to time to provide for the

business working capital and other capital needs and requirements of the Company

Safe of the Compa.y means any transaction or series of transactions pursuant to which

an Independent Third Party or group of Independent Third Parties acquires in the aggregate

Units representing more than 50% of the Percentage Interests or ii all or substantially all of the

Companys assets determined on consolidated basis

Second OflŁr Period has the meaning specified in Section 0.2bv

Second Trans/er Not/ce has the meaning specified in Section 0.2biv

Securities Act means the Securities Act of 1933 as amended

Substituted Member means Person who becomes entitled to receive share of the

profits losses and distributions of the Company by reason of such Person succeeding to the Unit

01 Member assignment of all or any part of Members Units and being admitted to the

Company as Member pursuant to the terms of this Agreement

Tax Mauers Member means the Companys tax matters partner as defined in Section

632 la7 of the Code and designated in accordance vith Section 5.4

Transfer means any sale assignment transfer hvpothecation gift or other disposition

of an Unit including without limitation an Involuntary Transfer and Pledge

Tranfer Notice has the meaning specified by Section l0.2bXii

Trans/C ror has the meaning specified by Section lO.2bii

TransfCrringjnterest has the meaning specified by Section 10.2bvi

Treasury Reufations means the regulations promulgated pursuant to the Code by the

United States Department of the Treasury

Unit means membership interest in the Company expressed in units which includes

all
rights and interests of Member in the Company in such Members capacity as member as

provided in this Agreement and under the Act and the Articles such Members voting rights and

right to receie distributions and the interest of such Member in the capital profits and losses of

the Company The Units consist of Class Units Class Units and Class Units

UnpcudPrefCrred /eturn means as to Class Member or Class Member at any

lime of determination such Members unpaid Preferred Return as the same shall hae been

reduced but not belo Lero prior to such time pursuant to Section 6.1a



Unreturned capital Contributions means as to any Class Member or Class

Member at any time of determination such Class Member or Class Members Capital

Contributions as the same shall have been reduced but not below zero prior to such time

pursuant to Section 6.1b or or 6.2 but without reduction by reason of any distributions

made to such Class or Class Member pursuant to Sections 1a

frjarranl Holder means the registered holder of Warrant from time to time including

initially Noves

Warrants means the Membership Interest Purchase Warrants issued under or in

connection with the Noves Offering which entitle the Warrant Holders to purchase in the

aggregate 50000 Warrant Units at an exercise price of fifty dollars $50.00 per Unit on proper

exercise thereof any time on or after December 2015 and
prior

to 500 p.m on December

2022

Warrant Premium means an actual or implied option pnce or premium for issuance of

Warrant including without limitation ans issue price assigned to the Warrants other than the

Noyes Warrants pursuant to Treasury Regulation 1.1273-2h The Company and initial

Warrant Holders other than Noves have agreed that the Warrant Premium shall be SI .00 per

Warrant Unit

Warrant Unit means Class Unit purchasable on exercise of Warrant

SECTION

Name Registered Office and Registered Agent

Section 2.1 Name The Company shall conduct its business under the nanie of Reagan

Park Senior Living LLC or such other name as is determined by the Board of Managers

Section 2.2 Registered Office and Registered Agent The registered office and

registered agent of the Company shall be as set forth in the Articles from time to time

Section 2.3 Other Offices The Company may have other offices at such other places

within or without Indiana as the Board of Managers ma determine

SECTION

Purpose and Duration of the Company

Section 3.1 Purpose of the Comiany The Companys business and purpose shall

consist solely of the 1o1loving

II



To engage directly or indirectly in the development ovnership

operation leasing and management of senior living facility upon the Real Estate to be

known as Reagan Park to be developed and constructed by Reagan Park Senior Living

AL LLC financed by the Bank Loan on the Real Estate the Pro/ed pursuant to and

in accordance with its Articles and this Agreement and

To engage in such other lawful activities permitted to limited liability

companies by the applicable laws and statutes for such entities of the State of Indiana as

are incidental necessary or appropriate to the purpose set forth in clause

Section 3.2 Duration of the Company The Companys duration shall be as described

in the Articles or if not so described perpetual

SECTION

Members and Capital Contributions of Members

Section 4.1 Names and Addresses of Members In accordance with Section 4.6 and

Treasury Regulation I.704-lb2ivf the Capital Accounts of the Members are restated in

connection with the admission of the Class Members in the manner set forth on Schedule

hereto The Board of Managers shall update Schedule from time to time as necessary to

accurately reflect the names and addresses of the Members arid their respective Percentage

Interests References in this Agreement to Schedule shall refer to such schedule as amended

from time to time

Section 4.2 Admission of New Members

Person may be admitted as New Member only in accordance with this

Section 4.2 and subject to Sections 10 and 12 Any attempted admission of Person as aNew
Member made in violation of this Section 4.2 shall be null and void and of no force or effect

New Members who are purchasers of Class Units upon proper exercise

of Warrant and execution of an addendum to this Agreement shall be automatically admitted

as Members All other Ne Members may be admitted only upon Approval of the Members

and satisfaction of the following requirements

such admission of the New Member is either specifically

permitted by this Agreement and then only in strict accordance with the terms and conditions

of this Agreement or such admission of the New Member and the Capital Contribution to

be made by the New Member are approved by the Board of Managers

ii such admission of the New Member is made pursuant to an

effective registration under the Securities Act and any applicable state securities laws or

pursuant to an exemption from such registration and if reasonably requested by the Company
written opinion of legal counsel who shall be reasonably satisfactory to the Company and its

counsel to the effect that the proposed admission of such Ne Member may be effected
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ithout registration under the Securities Act and that all applicable requirements of state

securities laws have been met and

iii the New Member shall have agreed in writing to be bound by this

Agreement including in the case of Transfer of Class Units the obligation then required of

the holder of such Class Units to furnish any Reimbursement Guarantee in connection with

any Credit Facility

Subject to Section 4.5 upon the issuance of Unit to New Member the

Percentage Interest of each of the then existing Members shall be reduced proportionally an

amount equal to the Percentage interest issued by the Company to the New Member Schedule

hereto shall be amended to reflect the admission of the New Member pursuant to this Section

4.2c

Section 4.3 Member Loans Loans by Members or their Affiliates to the Company

Member Loans shall not be considered Capital Contributions and shall not result in any

increase in the Capital Account or Percentage Interest of the Member or Members making any

Member Loan No Member shall be permitted to make Member Loan unless such Member

Loan is approved by the Board of Managers Nothing set forth herein or in an other provision

of this Agreement shall limit the ability of the Company to obtain financing from an

Independent Third Party if such financing is approved by the Board of Managers

Section 4.4 Capital Contributions

Class Member The Capital Contribution of the Class Member shall

be in the amount set forth on Schedule such amount being recognized as combination of cash

and expenses paid on behalf of the Company by the Class Member

Class Members The initial Capital Contributions of the Class

Members shall be in the cash amounts set forth aside their names on Schedule the Initial

Class Capital Contributions

Reimbursement Guarantee In addition the Class Member and Class

Members shall enter into joint and several Reimbursement Guarantee with respect to the Credit

Facilities provided however Class Member or Class Member shall not be deemed to

have made any additional Capital Contribution by reason of such Reimbursement Guarantee

until such time as such Member shall honor the Reimbursement Guarantee to the extent of such

honoring or shall otherwise defray obligations in connection with Credit Facilities as

hereinafter contemplated payment in cash When as and if Member so honors the

Reimbursement Guarantee in whole or in part ii pays or reimburses Member as provided

below or iiipays or reimburses the fees or expenses of any Credit Facility as provided below

such Member shall be deemed to have made an additional Capital Contribution in like amount

an AddUlonal apia/ cornribuiion As among the Company and the Members the

maximum Additional Capital Contribution obligation of Member shall be limited to in the

case of any call on the Reimbursement Guarantee such Members Pro Rata Share of such call
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and ii in the aggregate the amount set aside the name of such Member on Schedule hereto

In no event shall the failure of the Company to pay any Credit Facility or the existence of

Available Cash including without limitation any Reserves diminish the obligation of any

Member to make any Additional Capital Contribution Each Member hereby waives all statutory

or common law rights of subrogation reimbursement contribution and indemnity against the

Company and the Class Member and other Class Members with respect any amounts paid in

respect of the Reimbursement Guarantee except to the extent such payments by the Member

exceed in the aggregate the Additional Capital Contribution required of such Member under

this Section 4.4c The foregoing provisions shall apply with like effect to Credit Facilities

other than the Bank Loan and the Reimbursement Obligation If the Class Member is required

to undertake either directly or indirectly personal liability with respect to any Credit Facility

the Class Members according to their respective Pro Rata Shares shall and hereby do

indemnify hold harmless and agree to defend the Class Member from and against any

liabilitv loss cost or expense including ithout limitation attorneys fees and the costs of any

proceedings incurred or alleged to have been incurred as consequence of such undertaking by

the Class Member All fees and expenses including without limitation legal expenses

incurred by the Class Member in arranging the Bank Loan or any other Credit Facilities shall

be paid or reimbursed by the Members according to the Pro Rata Shares except to the extent if

at all such fees and expenses are allowable under the Mortgage Any amounts paid or

reimbursed by the Class Members to the Class Member pursuant to this Section 4.4c shall

be deemed Additional Capital Contributions by such Class Members for all purposes of this

Agreement but shall not result in any adjustment in the Percentage Interests Any amounts not

paid or reimbursed to Member by the other Members pursuant to this Section 4.4c shall be

deemed an automatic assignment of the Units of the defaulting Members whereupon the non-

defaulting Member shall have the same rights of judgment creditor hich has obtained

charging order pursuant to Section 23-18-6-7 of the Act until such time as the non-defaulting

Member shall have received aggregate distributions in
respect

of the Units of the defaulting

Members equal to the original amount owed plus interest at the rate of 9% per annum For

purposes of this Section 4.4c and Section 4.4e any undertaking in connection with any Credit

Facilit by principal or other Affiliate of Member shall be deemed to be an undertaking by

such Member and the honoring of any such undertaking by any such principal or other Affiliate

shall be deemed Capital Contribution such Member under Section 4.4e or shall entitle

such Member to the rights benefits privileges and immunities afforded by this Section 4.4c as

the case may be

Class Members The initial Capital Contribution of each Class

Member shall be fifl dollars $50.00 per Class Unit issued on exercise of Warrant or an

aggregate amount of $2760.000 assuming all Warrants are exercised Warrant Premiums shall

not constitute Capital Contributions by the Class Members entitle any Class Member to any

discount in or offset to its required Capital Contribution or to an refund of or credit to its

Capital Account or otherwise give any Class Member any rights as Member or creditor of

the Company other than the right to exercise its Warrants according to the terms thereof

Amounts paid Member pursuant to Section 4.4c or by Class Member on exercise of

Warrant shall not be considered an additional Capital Contribution pursuant to Section 4.4e
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shall not be the basis for Capital Account restatement pursuant to Section 4.6 and shall not

result in any change in the Percentage Interests

Form of Capital Contributions Except as provided in Sections 4.4a
Section 4.4b Section 4.4c and Section 4.4d or otherwise approved by the Board of

Managers no Capital Contributions may be made other than in cash and the Company shall not

recognize as Capital Contribution any Members unfunded Reimbursement Guarantee or

other undertakings in connection with Credit Facility ii pledge of or grant of security

interest in any property of Member to secure Reimbursement Obligation or other undertakings

under Credit Facilitv or iii transfer to the Company of propert other than cash including

any of such acts or transactions contemplated by Section 4.4d In the event that with the

approval of the Board of Managers Capital Contribution of property other than cash is made

the fair market value of such property less the amount of liabilities assumed by the Company
ith

respect to such proper at the time of such contribution shall be the amount of such Capital

Contribution

Additional Capital Contributions Default Except as set forth in Sections

4.4a 4.b 4.4c and 4.4d there shall be no mandatory capital calls and no Member shall

be obligated to make an additional Capital Contribution unless such capital call is approved by

all of the Members Any additional Capital Contributions permitted by this Agreement will

cause each Members Percentage Interest to be proportionately adjusted Any additional Capital

Contribution made by any Member without approval of all of the Members shall be deemed to be

donated capital and shall not result in the adjustment of the Percentage Interests If any capital

call is duly made in accordance with this Section 4.4f the Members shall make their additional

Capital Contributions in proportion to their respective Percentage Interests or according to such

other arrangement as the Members may unanimously agree in writing To the extent that

Member Non-ontribuiing Membeir fails to make any required additional Capital

Contribution Missed_capita contribution within ten 10 days of when due the remaining

Members shall have the right within thirty 30 days thereafter to make the additional Capital

Contribution of the Non-Contributing Member in the proportion their respective Percentage

Interest bears to the sum of all the Percentage Interests of all the remaining Members The

Percentage Interest of any remaining Member who makes all or portion of any additional

Capital Contribution including all or portion of the Missed Capital Contribution shall be

proportionately increased and the Percentage Interest of the Non-Contributing Member shall be

proportionately decreased based upon the aggregate value of the restated Capital Accounts as of

the date such Capital Contnbution is made

No Withdrawal of Capital Contributions Except as is specifically

.provided in this Agreement or ma be required by law no Member shall have the right to

withdraw the Members Capital Contribution or to receive any return or interest on any portion

of the Members Capital Contribution or to demand and receive property of the Company or any

distribution in return for such Capital Contribution

Section 4.5 Units and Percentage Interests The Company shall have 104.15 Units of

all classes which initially shall consist of 35.914 Class Units and 68.236 Class Units
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subject to adjustment as provided below The Company reserves and sets aside for issuance

upon exercise of the Warrants 55200 Class Units Except as may be required by law Units

vill not be certificated provided however that within five business days following written

request by Member the Company will provide the requesting Member with certified written

statement setting forth such Members Percentage Interest The relative membership interests

represented by the Units are expressed herein as Percentage Interests Each Percentage Interest

shall entitle the Member possessing it to

Subject to Section an equal share per Percentage Interest in the

Companys Profits and Losses ii non-liquidating distributions and iii liquidating

distributions and

An equal share per Percentage Interest in all other rights and interests of

member in limited liability company under the Act ii Member of the Company under

the Articles and iiiexcept as otherwise expressly provided in this Agreement Member of the

Company under this Agreement

Upon each exercise of Warrant the number of Units and Percentage Interests of the Class

and Class Members shall be proportionately reduced Assuming full exercise of the Warrants

the Percentage Interests and the Units will be as set forth on Schedule hereto

Section 4.6 Capital Account Restatement The Capital Accounts of the Members shall

be restated in the event that additional Capital Contributions are made to the Company

Company property is distributed to Member new Member is admitted to the Company

Member withdraws from the Company the Company is dissolved or in any other event as the

Members deem appropriate Capital Account restatement shall be effected in such manner and

at such time as required by Section 704b of the Code The Capital Accounts shall be restated

by determining the fair market value of all Company assets taking Section 7701g of the

Code into account as of the date of such restatement allocating any unrealized income gain

loss or deduction inherent in such assets that has not been reflected previously in the capital

accounts among the Members as if there were taxable disposition of such assets for their fair

market value as of the date of such restatement making any adjustment required in

accordance with Treasury Regulation .704-lb2ivg for allocations to the Members of

depreciation depletion amortization and gain or loss as computed for book purposes with

respect to such assets and determining the Members distributive share of depreciation

depletion amortization and gain or loss as computed for tax purposes with respect to such

assets so as to take into account the variation between the adjusted tax basis and book value of

such property in the same manner as required by Section 704c of the Code

SECTION

Accounting Records and Information

Section 5.1 Records and Accounting The books and records of the Company shall be

kept and the financial position and the results of its operations recorded on an accrual basis
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unless otherwise required by law and in accordance with generally accepted accounting

pnnciples consistently applied DGAAPII The books and records of the Company shall reflect

all Company transactions shall be appropriate and adequate for the Companys business and

shall be available for inspection by any Member at the principal office of the Company from

time to time during normal business hours upon reasonable advance notice by such Member

Unless otherwise required by applicable law the fiscal year of the Company for financial

reporting and allocation purposes shall be the fiscal year ending December 31 and for federal

income tax purposes shall be the calendar year

Section 5.2 Accounting Decisions All decisions as to accounting matters shall be

made by the Board of Managers consistent with GAAP and any applicable regulations

Section 5.3 Federal Income Tax Elections The Board of Managers shall determine in

all cases what elections for federal income tax purposes shall be made by the Company

including without limitation the following

To the extent permitted by applicable la and regulations the Company
may elect to use an accelerated depreciation method on each depreciable unit of the assets of the

Company

In case of Transfer of all or part of Unit of any Member the Company

may elect pursuant to Section 754 of the Code or corresponding provision of future law to

adjust the basis of the assets of the Company in the manner provided in Section 734 of the Code

for distribution of property to Member or Section 743 of the Code for Transfer of Units

Notwithstanding the foregoing the Company shall not elect to be treated as an association

taxable as corporation but shall maintain its status as partnership for tax purposes for so long

as it has more than one Member

Section 5.4 Tax Matters Member The initial Tax Matters Member of the Company
shall be LBG Reagan Park or such other Member as the Board of Managers shall designate from

time to time In discharging its duties as Tax Matters Member the Tax Matters Member will

follow the direction of the Board of Managers

SECTION

Distributions and Allocations

Section 6.1 Non-liquidating Distributions of Cash After making the tax distributions

provided in Section 6.5c Available Cash shall be distributed as follows

First to the extent permitted under any Credit Facility Available Cash

shall be distributed to the Class Members according to the Class Pro Rata Shares and to the

Class Member pan passu until their relative Unpaid Preferred Returns immediately prior to

such distribution have been fully paid
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Second to the extent permitted under any Credit Facility Available Cash

shall be distributed to the Class Members according to the Class Pro Rata Shares and to the

Class Member until their relative Unretumed Capital Contributions have been fully paid and

Third to the extent permitted by under any Credit Facility Available Cash

shall be distributed to the Members pro rota in accordance vith the Percentage Interests

Section 6.2 Ligwdating Distributions Upon dissolution and termination of the

Company including sale of substantially all olthe assets of the Company constituting Sale of

the Company after payment of or adequate provision for the debts and obligations of the

Company including all Member Loans ii any and after the payment of all Unpaid Preferred

Return the remaining assets of the Company or the proceeds of sales or other dispositions in

liquidation of the Companys assets as may be determined by the Board of Managers shall be

distributed to the Members first in accordance ith remaining positive Capital Account balances

and then pro rota in accordance with the Percentage Interests Any distribution to Member

made under this Section 6.2 shall be made the end of the Allocation Year of the liquidation

of the Company or if later within days of such liquidation as such term is defined by

Treasury Regulation 704-lb2iig except as otherwise permitted by Treasury Regulation

l.704-lbX2iib No Member shall have any obligation to the Company any other Member

or any other Person to restore the deficit balance in such Members Capital Account

Section 6.3 General Allocations After taking into account special allocations

pursuant to Section 6.4 and subject to any limitations contained therein Profits and Losses for

any Allocation Year or portion thereof shall be allocated among the Members in manner such

that the Capital Account of each Member immediately after making such allocation is as nearly

as possible equal proportionately to the distribution that would be made to such Member if the

Company were dissolved its affairs wound up and its assets sold for cash equal to their book

value all Company liabilities were satisfied limited ith respect to each non-recourse liability

to the book value of the assets securing such liability and the net assets of the Company were

distributed in accordance with Section 6.2 immediately after making such allocation

Section 6.4 Snecial Allocations Section 704 of the Code and the Treasury Regulations

issued thereunder including but not limited to the provisions of such Treasury Regulations

addressing qualified income offset minimum gain chargeback requirements and allocations of

deductions attributable to nonrecourse debt and partner nonrecourse debt are hereby

incorporated by reference If as result of the provisions of Section 704 of the Code and the

Treasury Regulations items of profit or loss are allocated to the Members in manner that is

inconsistent with the manner in which the Members intend to divide Company distributions as

reflected in this Agreement to the extent permitted under such Treasury Regulations items of

future income and loss shall be allocated among the Members so as to prevent such allocations

from distorting the manner in which Company distributions will be divided among the Members

pursuant to this Agreement

Section 6.5 Tax Allocations and Distributions
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Except as provided in Section 6.5b for income tax purposes under the

Code and Treasury Regulations each Company item of income gain loss and deduction shall be

allocated between the Members as its correlative item of book income gain loss or deduction

is allocated pursuant to Sections 6.3 and 64

In accordance vith Section 704c of the Code and the Treasur

Regulations income gain loss and deduction with respect to any property contributed to the

capital of the Company or property that had been revalued shall solely for tax purposes be

allocated among the Members so as to take account of any variation between the adjusted basis

of such property to the Company for federal income tax purposes and its book value Any

elections for other decisions relating to such allocations including any elections under Treasury

Regulation 1.704-3 shall be made by the Board of Managers

To the extent permitted by any applicable debt financing documents and to

the extent of Available Cash within 90 days after the close of each Allocation Year the Board of

Managers shall cause the Company to distribute to each Member an amount which equals iA
the amount by which the taxable income allocable to the Member exceeds the net cumulative tax

losses allocable to such Member for all prior Allocation years determined for this purpose

without regard to any increase in taxable income as result of allocations of items pursuant to

Section 704c of the Code or Treasur Regulation l.704-1b2ivg multiplied by the

combined effective maximum individual federal and state income tax rate attributable to such

table income determined as if all Members were residents of the State of Indiana and taking into

account the deductibility of state income taxes for federal income tax purposes reduced by

any amounts withheld by the Company for state and federal income taxes with respect to such

Member for such Allocation Year The Board of Managers may make such tax distributions

quarterly based on the Board of Managers estimate of net taxable income for the Allocation

Year Tax distributions made pursuant to this Section 6.5c shall be treated as an advance

against and correspondingly reduce the amounts otherwise distributable to the Member other

than amounts to be distributed as return of Capital Contributions and not as additional

distributions

Section 6.6 Authority of the Board of Managers to Vary Allocations to Preserve and

Protect the Members Intent

It is the intent of the Members that each Members distributive share of

Profits Losses and credits and items thereof shall be determined and allocated in accordance

with this Agreement to the fullest extent permitted by Section 704b of the Code In order to

preserve and protect the determinations and allocations provided for in this Agreement the

Board of Managers is hereby authorized and max but is not required to allocate Profits tax-

exempt income Losses nondeductible non-capitalizable expenditures and credits and items

thereof arising in any year differently than otherise provided for in this Agreement to the

extent that allocating Profits tax-exempt income Losses non-deductible non-capitalizable

expenditures and credits or any item thereof in the manner provided for herein would cause the

determinations and allocations of each Members distributive share of Profits tax exempt
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income Losses non-deductible non-capitalizable expenditures or credits or any item thereof to

not be permitted bs Section 704b of the Code and the Treasury Regulations promulgated

thereunder Any allocation made pursuant to this Section 6.6a shall be deemed to be

complete substitute for any allocation otherwise provided for in this Agreement and no

amendment of this Agreement or approval of am Member shall be required

In making any allocation under Section 6.6aJ the Wew Allocalion the

Board of Managers is authorized to act only after ha ing been advised in writing by the

Companys tax counsel or accountants that under Section 704b of the Code and the Treasury

Regulations promulgated thereunder the New Allocation is necessary and ii the New
Allocation is the minimum modification of the allocations otherwise provided for in this

Agreement necessar in order to assure that either in the then-current year or in any preceding

ear each Members distributive share of Profits tax-exempt income Losses non-deductible

non-capitalizable expenditures and credits or any item thereof is determined and allocated in

accordance with this Agreement to the fullest extent permitted by Section 704b of the Code and

the Treasury Regulations thereunder The Members shall be promptly notified of any New
Allocations by or on behalf of the Board of Managers

If the Board of Managers makes any New Allocation in manner less

favorable to the Members than is othenvise contemplated by this Agreement then the Board of

Managers is authorized and may but is not required to only after having been advised in writing

by the Companys tax counsel or accountants that such an allocation is permitted by Section

704b of the Code allocate Profits tax-exempt income Losses non-deductible non-

capitalizable expenditures and credits and any item thereof arising in later ears in such manner

so as to bring the allocations of Profits tax-exempt income Losses non-deductible non-

capitalizable expenditures and credits and each item thereof to the Members as nearly as

possible to the allocations thereof otherwise contemplated this Agreement

The Board of Managers shall promptly notify the Members of an New
Allocations made by the Board of Managers New Allocations made by the Board of Managers

under Section 6. and Section 6.6c in reliance upon the advice of the Companys tax counsel

or accountants shall be deemed to be made pursuant to the fiduciar obligation of the Board of

Managers to the Company and the Members and no such allocation shall give rise to any claim

or cause of action by the Members

SECTION

Meetings of Members

Section fl Place of Meetings All meetings of Members of the Company shall be

held at such place within or ithout the State of Indiana as may be specified in the respective

notices thereof

20



Section 7.2 Annual Meeting The annual meeting of the Members for the purpose of

electing the Board of Managers and transacting such other business as may properly come before

the meeting shall be set each year by the resolution of the Board of Managers Failure to hold

the annual meeting shall not work any forfeiture or dissolution of the Company or affect the

validity of any Company action

Section 7.3 Special Meetings Special meetings of the Members may be called by the

Board of Managers or by Members holding in the aggregate not less than 10% of the Units then

outstanding and entitled to vote on the business proposed to be transacted thereat

Section 7.4 Notice of Meetings and Waiver written or printed notice stating the

place date and hour of the meeting and in case of special meeting the purpose or purposes for

which the meeting is called shall be delivered by the Person or Persons calling the meeting or
if called by the President or the Board of Managers by any Board of Managers or any officer of

the Company to each Member entitled at the time to ote at such address as appears in the

records of the Company no fewer than ten 10 nor more than sixty 60 days before the date of

the meeting Notice of any such meeting may be waived in riting by an Member before or

after the date and time stated in the notice if the waiver is delivered to the Company for

inclusion in the minutes for filing with the Company records Attendance at meeting in person

or by proxy waives any objection to lack of notice or defective notice of the meeting unless the

Member at the beginning of the meeting or prompt1 upon its arrival objects to the meeting or

transacting business at the meeting and does not thereafter vote for or assent to action taken at

the meeting Further Members attendance at meeting waives objection to consideration of

particular matter at the meeting that is not within the purpose or purposes described in the

meeting notice unless the Member obiects to considenng the matter when it is presented

Section 7.5 Voting at Meetings

Voting Rights Each Member shall have voting rights proportionate to

such Members Percentage Interest Except as otherwise specifically provided in the Act the

Articles or this Agreement any matter requiring the vote of the Members shall be decided by an

affirmative vote in favor of such matter by those Members holding in the aggregate more than

fifty-percent 50% of all Percentage Interests outstanding

Proxies Member may vote either in person or by proxy executed in

writing the Member or duly authorized attorney-in-fact No proxy shall be valid after

eleven 11 months unless shorter or longer time is expressly provided in the appointment

form

Quorum At any meeting of Members majority of the Percentage

Interests outstanding and entitled to vote on the business to be transacled at such meeting

represented in person or by proxy shall constitute quorum

Section 7.6 Action by Members Without Meeting Any action required or permitted

to be taken at any meeting of the Members may be taken sithout meeting if the action is taken
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by Members entitled to vote on the action holding the aggregate Percentage Interests required to

approve such action under this Agreement and is evidenced by one or more written consents

describing the action taken signed such Members entitled to vote on the action and delivered

to the Company for inclusion in the minutes for filing vith the Companys records

Section 7.7 Participation in Meetings by Means of Conference or Similar

Communications Equipment Member may participate in an annual or special meeting of the

Members by or through the use of any means of communication by which all Members

participating may simultaneousis hear each other during the meeting Member participating in

such meeting by this means is deemed to be present in person at the meeting

SECTION

Board of Managers

Section 8.1 Number and Election of Board of Managers Voting

Except to the extent that authority is reserved to the Members under this

Agreement the Articles or the Act board of managers the Board o/Mancgers shall manage
the business and affairs of the Company

The Board of Managers shall consist of five Managers To be

qualified to serve on the Board of Managers an individual need not be resident of the State of

Indiana or Member Officer or employee of the Company however no individual who is

employed by is manager of or otherise controls any competitor or potential competitor of

the Company or has been involved in any of the legal proceedings described in Section 4011 of

Regulation S-K as promulgated under the Securities Act shall qualib for nomination or to serve

or continue to serve on the Board of Managers

The initial Board of Managers shall be Thomas Smith Michael

Wagner Gregory Fuller Stephen Wagner and qualified individual designated by Noves

The Board of Managers shall be elected at the annual meeting of the

Members by vote of the Members At each annual or other meeting of the Members called to

select Managers or in connection with any such action by consent in lieu of meeting the

Members agree to vote or cause to be voted all Units owned or controlled by them to elect only

the following Persons to the Board

Two qualified individuals designated by the Class Member

ii Two qualified individuals designated by the Class Members

and

iii One qualified individual designated by Noves on behalf of the

Warrant Holders and Class Members as class until the Noves Nomination

22

cm



Rights Expiration Date

Each Manager shall serve as Manager until his or her successor is duly

elected and qualified or until he dies is removed or resigns

Each Manager shall have one vote on all matters to be determined

vote of the Managers Provided there is quorum and subject to Section 8.5 belov the Board

of Managers shall act on all mailers presented to it in the manner determined by majority of the

Managers present and voting

Section 8.2 Annual Meeting The Board of Managers shall meet each year

immediately after the annual meeting of the Members at the place vhere such meeting of the

Members has been held for the purpose of organiLation election of officers and consideration

of any other business that may be brought before the meeting No notice shall be necessaiy for

the holding of this annual meeting If such meeting is not held as above provided the election of

officers may be had at any subsequent meeting of the Board of Managers specifically called in

the manner provided in Section 8.3

Section 8.3 Other Meetings Regular meetings of the Board of Managers shall be set

by resolution of the Board of Managers and mas be held without further notice of the date lime

place or purpose of the meeting Special meetings of the Board of Managers may be held upon

the call of the President if one is elected or any Manager at any place within or without of the

State of Indiana upon forty-eight 48 hours notice specifying the date time and place of the

meeting given to each member of the Board of Managers either personally by mailing by

telecopv or by telegram Such notice may be waived in writing an Manager before or after

the date and time stated in the notice if the waiver is signed by the Managers and filed with the

Companys minutes or records In addition Managers attendance at or participation in

meeting waives any required notice of meeting unless the Manager at the beginning of the

meeting or promptly upon his arrival objects to the meeting or transacting business at the

meeting and does not thereafter vote for or assent to action taken at the meeting

Section 84 Quorum AL an meeting of the Board of Managers the presence of

majoritv of the members of the Board of Managers shall constitute quorum for the transaction

of any business except the filling of vacancies in the Board of Managers for which the majority

of the remaining members of the Board of Managers shall constitute quorum

Section 8.5 Action Managers Without Meeting Any action required or permitted

to be taken at an meeting of the Board of Managers or an committee thereof may be taken

without meeting if the action is taken all members of the Board of Managers and is

evidenced by one or more written consents describing the action taken signed by each member

of the Board of Managers and included in the minutes or filed with the records ol the Company

reflecting the action taken

Section 8.6 Compensation of Managers The Board of Managers is empowered and

authorii.ed to fix and determine the compensation of Managers for attendance at meetings of the
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Board of Managers and additional compensation for additional services that the Managers may

perform for the Company The determination to not compensate Managers shall not affect the

right of an individual to receive compensation for other sen ices rendered to the Company or any

of its subsidiaries

Section 8.7 Participation in Meetings by Means of Conference or Similar

Comnmnications_Equipment member of the Board of Managers or of committee designated

by the Board of Managers may participate in regular or special meeting by or conduct the

meeting through the use of any means of communication by which all Managers participating

ma simultaneously hear each other during the meeting Manager participating in such

meeting this means is deemed to be present in person at the meeting

Section 8.8 Resignation Manager may resign at any time by delivering notice to

the Board of Managers or the Secretary of the Company resignation is effective when the

notice is delivered unless the notice specifies later effective date If resignation is made

effective at later date and the Company accepts the future effectie date then subject to

Section l0 the Board of Managers may fill the pending vacancy before such delayed effective

date if the Board of Managers provides that the successor does not take office until the effective

date

Section 8.9 Removal The Members holding majority of the Percentage Interests

may remove Manager for gross negligence willful misconduct fraud or breach of this

Agreement if such breach remains uncured for 30 days after written notice to such Manager by

such majority Members In all other circumstances Managers ma only be removed by the

Members holding majority of the Percentage Interests who had the right to designate them

pursuant to Section 8.1d of this Agreement The removal of any Manager who is also

Member shall not affect the Persons rights as Member except as may otherwise be specifically

provided in the Act the Articles or this Agreement

Section 8.10 Vacancies If vacancy occurs on the Board of Managers such vacanc

shall be filled by the class of Members entitled to designate the Manager for the vacant seat or if

no class of Members is entitled to so designate then the replacement Manager must meet with

the Approval of the Members

Section 8.11 Powers and Authority of the Board of Managers Except for such matters

as are expressi reserved to vote of some or all of the Members in the Act the Articles or this

Agreement the Board of Managers shall have the right and authority to take all actions which

the Board of Managers deems necessary useful or appropriate for the day-to-day management

and conduct of the Companys business

SECTION

Officers
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Section 9.1 Number The officers of the Company shall consist of President

Secretary and Chief Financial Officer and such other Vice Presidents or other officers as may

be chosen by the Board of Managers subject to Section 9.2 of this Agreement at such time and

in such manner and for such terms as the Board of Managers may prescribe Any two or

more offices may be held by the same person

Section_9.2 Election and Term of Office The officers shall be chosen annually by the

Board of Managers Each officer shall hold office until his successor is chosen or until his

death or until he shall have resigned or shall have been removed as provided in Section 9.3 of

this Agreement

Section 9.3 Removal Any officer ma be removed either with or without cause at

any time by majority vote of the Board of Managers

Section 9A Resignations Any officer may resign at an time by dcliv enng notice to

the Board of Managers or the Secretary of the Company resignation is effective when the

notice is delivered unless the notice specifies later effective date If resignation is made

effective at later date and the Company accepts the future effective date the Board of

Managers ma fill the pending vacancy before the effective date if the Board of Managers

provides that the successor does not take office until the effective date

Section 9.5 President The President shall be the chief executive officer of the

Company shall have such authorty duties and responsibilities as is customary for the office of

President of company and shall have such further duties and responsibilities as the Board of

Managers may assign from time to time or as may be prescribed by this Agreement The initial

President of the Company shall be Thomas Smith

Section_9.6 Vice Presidents Each Vice President shall perform all duties incumbent

upon the President during an absence or disability of the President and shall have such further

duties and responsibilities as the Board of Managers may assign from time to time or as ma be

prescribed by this Agreement Each Vice President shall be subject to the supervision of the

President

Section 9.7 Chief Financial Officer The Chief Financial Officer of the Company

shall exercise such duties as customarily pertain to the office of chief financial officer including

ithout limitation general and active supervision and management over the financial matters of

the Company subject however to the control of the Board of Managers The Chief Financial

Officer shall have such additional powers and perform such additional duties as from time to

time may be assigned by the Board of Managers or prescribed by this Agreement The Chief

Financial Officer shall support and be subject to the supervision of the President The initial

Chief Financial Officer of the Company shall be Thomas Smith

Section 9.8 Secretary The Secretary of the Company shall prepare or cause to be

prepared the minutes of the meetings of the Members and the Board of Managers shall see that

all notices are duly given in accordance with the Act the Articles and this Agreement shall be
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custodian and responsible for the authentication of the Companys records and in general shall

have such other powers and perform such other duties as this Agreement provides or as may
from time to time be assigned by the Board of Managers The Secrelar shall support and be

subject to the supervision of the President

Section 9.9 Delegation of Authority In case of the absence of any officer of the

Company or for any other reason that the Board of Managers may deem sufficient the Board

of Managers may delegate the powers or duties of such officer to any other officer or to an

Manager for the time being provided majority of the entire Board of Managers concurs

therein

Section 9.10 Salaries The salaries of the officers shall be fixed from time to time

the Board of Managers No officer shall be prevented from recei ing such salary by reason of

the fact that he is also Manager of the Company

SECTION 10

Transfers and Assignments of Units

Section 10.1 Restrictions on Transfer

General Restrictions

Subject to the terms and conditions of this Agreement during the

term of this Agreement none of the Members may Transfer any Units now oiied or

hereafter acquired by them unless

Such Transfer is expressly permitted by and made in

accordance with the provisions of this Agreement for the avoidance of doubt it being

acknowledged and agreed that the only Transfers permitted by this Agreement are the

Transfers described in Section 10.2 below

The transferee of the Units has executed this Agreement

and agreed to be bound by all of its terms and conditions as Substituted Member

hereunder and

Such Transfer is made pursuant to an effective

registration
under the Securities Act and any applicable stale securities laws or

pursuant to an exemption from such registration and prior to any such Transfer the

Member proposing to Transfer Units gives the Company written notice describing the

manner and circumstances of the proposed Transfer copies of which the Company shall

furnish to each Member following receipt thereof by the Company and if reasonably

requested the Company written opinion of legal counsel who shall be reasonably

satisfactory to the Company and its counsel to the effect that the proposed Transfer of

Units may be effected without registration under the Securities Act and that all applicable
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requirements of state securities laws have been met provided that this requirement shall

not apply to any Transfer described in Section lQbelow

ii Mv attempted Transfer of Units other than in accordance with

this Agreement shall be null and void and the Company shall refuse to recognize any

such Transfer and shall not reflect on its records any change in record ownership of Units

pursuant to any such Transfer

Transfer Obligations Mv Member who Transfers Unit or any Person

who receives Unit in Transfer permitted by this Agreement shall do all things and execute

and deliver all such instruments documents and papers as may be necessary or reasonably

requested by the Company in order to complete the Transfer of such Units and ii pay to the

Company such amounts as may be required for an applicable transfer taxes

Restrictions on Members An Unit held by Member transferred upon

satisfaction of the conditions contained in this Agreement or received by Person in Transfer

permitted by this Agreement shall be held subject to the terms of this Agreement and the holder

thereof shall be deemed Member for purposes of this Agreement

Section 10.2 Permitted Transfers

Permitted Estate Planning and Affiliate Transfers

During the lifetime of Member that is an individual such

Member may Transfer other than in Pledge some or all of its Units to any Family

Member of such Member or to trust primarily for the benefit of such Member or its

Family Members or to limited liability company of which the Member owns

controlling interest

ii Member that is an individual masS Transfer other than Pledge

some or all of its Units as the result of the death or incapacity of such Member to such

Members legal representative or estate After any such Transfer the Members legal

representative or estate may further Transfer other than Pledge such Units to Family

Member of such Member or to trust pnmarilv for the benefit of such Member or Family

Members or to limited liability company of which the Members legal representative or

estate owns controlling interest

iii Member may Transfer directly or indirectly some or all of its

Units to any Affiliate of such Member or Family Member of such Member

iv Transfer made pursuant to the provisions of this $ectioa 10.2

shall not entitle any other Member to any rights pursuant to Sections 10.2b through

below
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Permitted Bona Pide Sales Rights of First Refusal of Class Member

and Class Members

Class Member or Class Member may Transfer some or all

of his her or its Units to any other Person in hona fIde sale provided however that

such Units is first offered in accordance with this Section 10.2b to the Company

and then to the extent not purchased the Company to all other Class Member

or Class Members the Remainin2 Members

ii The Class Member or Class Member proposing to Transfer

the Transferor Units in hona tide sale pursuant to this Section 10.2 shall deliver

notice of the proposed Transfer the Trans/Cr Notice to the Company The Transfer

Notice shall set forth the identity of the Person to whom the Member proposes to

Transfer the Unit description of the proposed transaction and the terms thereof

including the Percentage Interest to be transferred the proposed closing date and the

amount and method of payment of the consideration to be received by the Transferor

upon Transfer of the Units The Transfer Notice shall constitute an offer by the

Transferor to sell the Units described in the Transfer Notice to the Company on the terms

and subject to the conditions described in the Transfer Notice

iii For period of ten 10 days after the Transfer Notice is deliered

to the Company such period the First Offer Period the Company may by written

notice the Acceptance Notice to the Transferor accepi the Transferors offer to

purchase all or part of the Units described in the Transfer Notice on the terms and

conditions described in the Transfer Notice

iv If the Company does not elect to purchase all of the Units

described in the Transfer Notice the Transferor shall deliver within five business

days of the date on which the First Offer Period expires Transfer Notice the Second

Transfer Not/ce to each of the Remaining Members The Second Transfer Notice shall

relate solely to the Units not previously purchased by the Company shall be on the same

terms as set forth in the previous Transfer Notice and shall constitute an offer by the

Transferor to sell the Units described in the Second Transfer Notice to the Remaining

Members on the terms and subject to the conditions described in the Second Transfer

Notice



For period often 10 days after the Second Transfer Notice is

delivered to the last of the Remaining Members such period the Second Qf/ŁrPcriocf

each of the Remaining Members may by delivery of an Acceptance Notice to the

Transferor purchase portion of the Units not so purchased by the Company on the terms

and subject to the conditions described in the Second Transfer Notice The Acceptance

Notice shall designate the Percentage Interest each Remaining Member desires to

purchase and if the purchase of all the Percentage Interests by the Remaining Members is

not over-subscribed the Remaining Members shall be obligated to purchase the

Percentage Interest so designated provided however that if the purchase of the Units is

over-subscribed the Remaining Members shall purchase their pro rata portion of such

Units based upon their relative Percentage Interests

vi in the event that after all offers required under the provisions of

this Section 10.2b above have been made the Company and the Remaining

Members do not agree to purchase all of the Percentage Interests offered for sale by the

Transferor or the Company and/or the Remaining Members electing to purchase all

of the Percentage Interests offered for sale by the Transferor fail to purchase all such

Percentage Interests within fifteen 15 days after the expiration of the Second Offer

Period the earliest to occur of and above the Offir Expiration Jate none of

the Units described in the Transfer Notice will be sold to the Company or the Remaining

Members and the Transferor may sell all of the Units described in the Transfer Notice

such interest the Trans frrin Jn/eresi but only in strict accordance with the terms

and for the consideration stated in the Transfer Notice and after compliance ith Section

10.2d below

vii Notwithstanding anything to the contrary herein contained the

rights granted pursuant to this Section 10.2b do not apply to any Transfer permitted by

Sections 10.2a 10.2c or l0.ç

viii Notwithstanding anything to the contrary herein the provisions of

this Section 10.2b shall not apply to the Class Members and the Units of Class

Members shall be freely transferrable

Co-Sale Rights If any Transferor or Transferors propose to sell

Transferring interest which represents more than fifty percent 50% of the Percentage Interests

then as an additional condition precedent to such Transfer the Transferor shall afford each other

Member the right the Co-Sale R/.ghi to participate as seller in such Transfer in accordance

with this Section 10.2d

The Transferors shall give written notice to each Member within fifteen

IS days after the Offer Expiration Date co-Sale Noiice Each such Co-Sale

Notice shall

make explicit reference to this Section 10.2d and state that the

right of each Member to participate as seller in such Transfer under this Section 10.2d
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shall expire unless exercised within thirty 30 days after receipt of such Co-Sale Notice

and

contain an irrevocable offer by the Transferor to the other

Members to participate in the proposed Transfer to the extent provided in this Section

10.2d

ii Each other Member with Percentage Interest representing 5% or less of

the aggregate outstanding Units shall have the right to sell to the proposed transferee or

transferees some or all as described in Section l0.2div below of the Percentage

Interests owned by such Member at the same price per Percentage interest and on the

same terms and conditions as are applicable to the proposed Transfer the Transferors

iii Each Member eligible to participate in the Transfer must notify the

Company and the Transferors in writing within thirty 30 days after the Co-Sale Notice

is given if such Member desires to accept such offer and to Transfer some or all of the

Percentage Interests held by such Member in accordance with this Section 10.2d The

failure of any such Member to provide such notice within such tbirtv-dav 30 period

shall for the purposes of this Section 10.2d be deemed to constitute waiver by such

Member of its right to sell its Units in connection with the proposed Transfer described in

such notice The Transferors will obtain the agreement of the prospective transferee or

transferees to the participation of the other Members in such proposed Transfer and will

not consummate any such proposed Transfer unless each Member electing to participate

therein is permitted to participate in accordance with the provisions of this Section

10.2d No Members shall be obligated to sell any Unit pursuant to this Section 10.th

unless such Member accepts the offer set forth in the Co-Sale Notice as provided in this

Section 10.2d Any arid all sales of Units by the Members pursuant to this Section

10.2d shall be made either concurrently with or prior to the sale of the Transferring

Interest by the Transferors

iv If any Member exercises its Co-Sale Right

such Member shall be entitled to sell Percentage Interest

equal to the result obtained by multiplying the Percentage Interest that such Member

desires to sell the aggregate Percentage Interest proposed to be sold by the Transferor

the Co-Sale Interest and

the Percentage Interest of the Transferor to be sold shall be

reduced by the sum of all of the Co-Sale Interests

In the event the Transferors and other Members electing to participate in

Transfer pursuant to Section 10.2b and this Section 10.2d above do not consummate

such Transfer within ninety 90 days of the dale the Co-Sale Notice is given then the

Transfer shall become subject to the provisions of Section 10.2c and Section 10.2d

above again
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Drag-Along Rights

If majority of the Percentage Interests the Members holding such

majority the Ma/oritv Members approve Sale of the Company an Approved Sale
each Member shall vote for consent to and raise no objections against such Approved

Sale If the Approved Sale is structured as merger or consolidation or sale of all

or substantially all of the Companys assets on consolidated basis each Member shall

waive any dissenters rights appraisal rights or similar rights in connection with such

merger consolidation or sale or sale of Units each Member shall if requested by the

Board of Managers agree to sell some or all as described in Section 10.2eiii below

of his her or its Units on the terms and conditions approved by the Board of Managers

and the holders of majority of the Percentage Interests at such time Each Member shall

take all necessary or desirable actions in connection with the consummation of the

Approved Sale as requested by the Board of Managers and shall provide customary

representations and warranties with respect to such Members Units including without

limitation title authoritv liens and enforceability as requested by the Board of

Managers provided however that the aggregate of any indemnification obligations of

such Member in connection with such Approved Sale shall not exceed the consideration

received by the Member in such Approved Sale

ii The obligations of the Members with respect to an Approved Sale

are subject to the satisfaction of the condition that upon the consummation of the

Approved Sale each Member shall receive or have the option to receive the same form of

consideration and the same amount of consideration per Percentage Interest as other

Members

iii If pursuant to Section l0.2diB above Member is obligated

to sell some or all of his her or its Units in connection with an Approved Sale each

Member shall be obligated to sell Percentage Interest equal to the result obtained by

multiplvinit such Members Percentage Interest the percentage obtained by dividing

the aggregate Percentage Interest proposed to be sold by the Majority Members by

the aggregate Percentage owned by the Majority Members

Section 10.3 Preemptive Rights

Preemptive Right Each Member shall have the right to purchase all or

any part of his her or its pro rata share of any New Units as defined in Section 10.3b below

which the Company may from time to time propose to sell and issue subject to the terms and

conditions set Forth below The pro rata share of each Member for purposes of this Section

10.3a shall be equal to his her or its Percentage Interest in the Company

New Units New Units as used in this Section 10.3 shall mean any new

membership interest in the Company whether now or hereafter authorized and rights options or

warrants to purchase Units of the Company and securities of any type whatsoever which are or
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may become convertible into Units of the Company provided however the term New Units

does not include the Warrants or the Class Units issuable on exercise of the Warrants ii

securities issued pursuant to any equity incentie plan or similar arrangement for the Companys

employees approved by the Board of Managers or ii securities issued in connection with

strategic alliance with an entity unaffiliated with any Member or in connection with obtaining

lease financing from entities unaffihiated with any Member and approved by pursuant to the

terms of this Agreement hether issued to lessor guarantor or other Person

Notice In the event the Company intends to issue New Units it shall give

each Member and Warrant Holder written notice of such intention describing the type of New

Units to be issued the price thereof and the general terms upon which the Company proposes to

effect such issuance Each Member shall have fifteen 15 days from the date of any such notice

to agree to purchase all or part of his her or its pro rata share of such New Units for the price and

upon the general terms and conditions specified in the Companys notice by giving written notice

to the Company stating the portion of the New Units to be so purchased

No Exercise In the event any Member fails to exercise the foregoing

preemptive right with respect to any New Units within such fifteen-day period the Company

may within 90 days thereafter sell any or all of such New Units not purchased by such holder at

price and upon general terms not materially more favorable to the purchasers thereof than

specified in the notice given to each Member pursuant to Section 10.3c above In the event the

Company has not sold such New Units within such 90 day period the Company shall not

thereafter issue or sell any New Units without first offenng such New Units to each Member in

the manner provided above

Waiver The preemptive rights set forth in this Section 10.3 may be

amended and their observance mas be waived either generally or in particular instance and

either retroactively or prospectively with the written consent of all of the Members No such

waiver in any one or more instances shall be deemed to be or construed as further or

continuing waiver

Emergency Issuances Notwithstanding the foregoing provisions of this

Section 10.3 if the Board of Managers determines that it is in the Companys best interests to

consummate any New Unit prior to expiration of the fifteen 15 day period referenced above

the Company ma consummate such sale prior to expiration of such fifteen 15 da period so

long as the Company makes appropriate provision within thirn 30 days after consummation of

such sale to satisfy an purchase rights under this Section 10.3 which are exercised any

Member as if such Member had exercised such purchase rights prior to the issuance

contemplated by this sentence

SECTION ii

Dissolution
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The Company shall be dissolved its assets shall be disposed of and its affairs wound up

on determination Members owning at least two-thirds 2/3 of the Percentage Interests of

the Company then outstanding that the Company should be dissolved Notwithstanding

anything to the contrar in this Agreement upon liquidation within the meaning of Treasury

Regulation l.704-1b2 if any Member has deficit in its Capital Account after giving

effect to all contributions distributions allocations and other Capital Account adjustments for

all taxable years including the year during which such liquidation occurs such Member shall

have no obligation to make any Capital Contribution for the purpose of eliminating or

diminishing such negative Capital Account balance and such negative Capital Account balance

shall not be considered debt owed by such Member to the Company or to an other Person for

any purpose whatsoever

SECTION 12

Representations and Warranties by the Members

Each Member on becoming Member hereby represents warrants acknowledges and covenants

to the other Members and the Company that

This Agreement has been duly executed and delivered by such Member

and constitutes the valid and binding obligation of such Member enforceable in accordance ith

its terms

Neither the execution nor delivery of this Agreement nor the

consummation of the transactions contemplated hereby nor compliance with the terms and

proisions hereof will conflict with or result in breach of the terms conditions or provisions

of or constitute default under any organic document of such Member ii any applicable

law or of any order writ injunction or decree of any court administrator or arbitrator or iii

am agreement or instrument to which such Member is party or under which such Member or

any of its property is bound or affected

Such Member understands that the Units have not been registered under

the Securities Act and must be held indefinitely unless the are subsequently registered

thereunder or an exemption from registration is available

If the Member acquired Units in transaction exempt from the registration

requirements 0f the federal or applicable state securities laws excluding Regulation

promulgated under the Securities Act of 1933 as amended such Member intends to hold its

Units for its own account for investment and not with view to the distnbution thereof and will

not Transfer any Unit in violation of the provisions of the Securities Act or any other applicable

securities law

An materials provided to such Member were for the sole purpose of

evaluating the potential of the Company and such Member understands that the information
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relating to the Compan may change on number of factors and variables involved with the

Company

No materials provided to any Member guarantee any income rate of

return or success of the Company

SECTIOIN 13

General

Section 13.1 Indemnification of Managers and Officers

To the greatest extent not inconsistent with the laws and public policies of

Indiana as well as any applicable debt financing documents the Company shall indemnify any

Member Manager and officer of the Company each hereinafter being referred to as the

Iidemnified Jerson made Party as hereinafter defined to any Proceeding as hereinafter

defined because such Person is or was Member Manager or officer of the Company acting on

behalf of the Company as matter of right against all Liability as hereinafter defined incurred

such Person in connection with an Proceeding provided that it shall be determined in the

specific case in accordance with paragraph of this Section 13.1 that indemnification of such

Person is permissible in the circumstances because the Person has met the standard of conduct

for indemnification set forth in paragraph of this Section 13.1 The Company shall pay for or

reimburse the reasonable Expenses as hereinafter defined incurred such Person in

connection with any such Proceeding in advance of final disposition thereof if the Person

furnishes the Company written affirmation of the Persons good faith belief that he she or it

has met the standard of conduct for indemnification described in paragraph of this Section

ii the Person furnishes the Company written undertaking executed personally or on

such Persons behalf to repay the advance if it is ultimately determined that such Person did not

meet such standard of conduct and iii determination is made in accordance with paragraph

that based upon facts then knon to those making the determination indemnification would

not be precluded under this Section 13.1 The undertaking described in subparagraph aii
above must be general obligation of the Person subject to such reasonable limitations as the

Company may permit but shall not be secured and shall be accepted without reference to

financial ability to make repayment The Company shall indemnify Person who is wholly

successful on the merits or other ise in the defense of any such Proceeding as matter of

right against reasonable Expenses incurred by the Person in connection with the Proceeding

without the requirement of determination as set forth in paragraph of this Section 13.1

Upon demand by Person for indemnification or advancement of Expenses as the case may be

the Company shall expeditiousl determine whether the Person is entitled thereto in accordance

with this Section 13 The indemnification and advancement of Expenses provided for under

this Section 13.1 shall be applicable to any Proceeding arising from acts or omissions occurring

before or after the adoption of this Agreement

The Company shall have the power but not the obligation to indemnify

an Person who is an employee or agent of the Company or as an employee or agent of the
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Company with respect to actions taken while an employee or an agent to the same extent as if

such Person was an Indemnified Person as defined in paragraph of this Section 13.1

Indemnification of Person is permissible under this Section 13 only if

such Person conducted himself herself or itself in good faith ii such Person reasonably

believed that his her or its conduct vas in or at least not opposed to the Companys best interest

and iii in the case of any cnminal proceeding such Person did not believe his her or its

conduct was unlawful Indemnification is not permissible against liability to the extent such

Liability is the result of the Persons willful misconduct recklessness or any improperly

obtained financial or other benefit to which the Person was not legally entitled The termination

of Proceeding by judgment order settlement conviction or upon plea of nob contendere or

its equivalent is not of itself determinative that the Person did not meet the standard of conduct

described in this paragraph

determination as to whether indemnification or advancement of

Expenses is permissible shall be made by the Board of Managers including any interested

Manager

Any Indemnified Person who is Party to Proceeding ma apply for

indemnification from the Company to the court if any conducting the Proceeding or to another

court of competent junsdiction On receipt of an application the court after giving notice the

court considers necessary may order indemnification if it determines

In Proceeding in which the Person is wholly successful on the

merits or otherwise the Person is entitled to indemnification under this Section in which

case the court shall order the Company to pay the Person his her or its reasonable Expenses

incurred to obtain such court ordered indemnification or

ii The Person is fairly and reasonably entitled to indemnification in

view of all the relevant circumstances whether or not the Person met the standard of conduct set

forth in paragraph of this Section 13

Indemnification shall also be provided for Persons conduct with respect

to an employee benefit plan if the Person reasonably believed his her or its conduct to be in the

interests of the participants in and beneficiaries of the plan

Nothing contained in this Section 3.1 shall limit or preclude the exercise

or be deemed exclusive of any right under the law by contract or otherwise relating to

indemnification of or advancement of Expenses to am such Person or any Person who is or was

serving at the Companys request as director officer partner member manager trustee

employee or agent of another foreign or domestic company partnership association limited

liability Company corporation joint venture trust employee benefit plan or other enterprise

whether for-profit or not Except as limited by applicable debt financing documents nothing

contained in this Section 13.1 shall limit the ability of the Company to otherwise indemnify or

advance Expenses to any Person It is the intent of this Section 13 to provide indemnification

to such Person to the fullest extent no or hereafter permitted by the law consistent ith the
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terms and conditions of this Section 13 and as may be permitted under any applicable debt

financing documents If indemnification is permitted under this Section 13.1 indemnification

shall be provided in accordance with this Section 13.1 irrespective of the nature of the legal or

equitable theory upon which claim is asserted including without limitation negligence breach

of duly waste breach of contract

For purposes of this ion 13

Expenses includes all direct and indirect costs including without

limitation counsel fees retainers court costs transcripts fees of experts withess fees travel

expenses duplicating costs printing and binding costs telephone charges postage delivery

service fees and all other disbursements or out-of-pocket expenses actually incurred in

connection with the investigation defense settlement or appeal of Proceeding or establishing

or enforcing right to indemnification under this Section 13 applicable law or otherwise

ii Liabtht-v means the obligation to pay judgment settlement

penalty fine excise tax including an excise lax assessed with respect to an employee benefit

plan or reasonable Expenses incurred with respect to Proceeding

iii Party includes Person who is or is threatened to be made
named defendant or respondent in Proceeding

iv Frxeeding means any threatened pending or completed action

suit or proceeding whether civil criminal administrative or investigative and whether formal or

informal

The Company shall purchase and maintain insurance for its benefit the benefit of any Person

who is entitled to indemnification under this Section 13.1 or both against any Liability asserted

against or incurred by such Person arising out of such Persons service with the Company
whether or not the Company ould have the power to indemnify such Person against such

Liability

Section 13.2 Loans by Affiliates No Affiliate of Member shall be permitted to make

loan to the Company without the prior written consent of the Board of Managers

Section 133 Notices All notices requests and other communications to any party

hereunder shall be in writing including telex telecopv or similar writing and shall be given to

such
party at its address or to the addresses set forth on Schedule hereto or such other address

as such party may hereafter specify for such purpose by notice to the other parties Except as

otherwise provided herein each such notice request or other communication to party shall be

deemed delivered or given if given by mail three business days after being deposited in

the mails certified postage prepaid addressed to such parts aforesaid or if given by any

other means when delis ered to such party at its address specified as provided in this Section

13.3
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Section 13.4 Equitable Relief The parties hereto agree that legal remedies may be

inadequate to enforce the provisions of this Agreement and that equitable relief including

specific performance and injunctive relief may be used to enforce the provisions of this

Agreement

Section 13.5 Amendments Third Party Beneficiaries This Agreement may be

amended only if such amendment is in writing and is signed by Members of each class of

Members holding at least to-thirds 2/3rds of the Units held by such class provided however

that Schedule may be amended from time to time by the Board of Managers as contemplated

in Section 4.1 without the consent of the Members provided further that those provisions

hereof pertaining to Warrants Warrant Holders and Class Units are for the third party benefit

of the Warrant Holders and may not be amended without the prior written consent of Warrant

Holders holding Warrants representing more than two-thirds 2/3rds of the Warrant Units

purchasable on exercise of such Warrants and provided further that no amendment hich

singularly affects Member or class of Members shall be effective unless signed by such

Member or all Members of such class

Section 13.6 Successor and Assigns The provisions of this Agreement shall be binding

upon and inure to the benefit of the parties hereto and their respective personal representatives

heirs successors and assigns including any Person who
acquires any Unit and agrees to be

bound by the provisions hereof

Section 13.7 Governing Law This Agreement shall be construed in accordance with

and governed by the laws of the State of Indiana without giving effect to any principles of

conflicts of law that would result in the application of another states laws

Section 13.8 Counterparts This Agreement may be signed in any number of

counterparts each of which shall be an original but all of which taken together shall constitute

one and the same instrument

Section 13.9 Captions The captions in this Agreement are included for convenience of

reference only do not constitute part hereof and shall be disregarded in the interpretation or

construction hereof

Section 13.10 Entire Agreement This Agreement including Schedule hereto and the

Articles constitute the entire agreement among the Members with respect to the subject matter

hereof and supersede all
prior or contemporaneous agreements whether written oral or implied

by conduct relating to the same subject matter including ithout limitation the Existing

Operating Agreement

Section 13 Termination of Members Obligations The obligations of any Member

under this Agreement shall terminate with
respect to any Unit transferred such Member in

compliance with this Agreement upon any such Transfer to the Company or in the case of any

other such Transfer in compliance with this Agreement upon the transferees acknowledgment

that such transferee is bound by the terms hereof
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Section 13 12 Conflict vith Act In the event of conflict beteen this Agreement and

the Act it is the intention of the parties hereto that this Agreement shall prevail to the fullest

extent permitted by law

Section 13 13 Severability In the event any provision of this Agreement is held to be

illegal invalid or unenforceable to any extent the legality
validity and enforceability of the

remainder of this Agreement shall not be affected thereby and shall remain in full force and

effect and shall be enforced to the greatest extent permitted by law

Section 13.14 Schedules and Exhibits All schedules and exhibits attached to this

Agreement are incorporated herein and made part hereof in the same manner as if such

schedules were set forth at length

Section 13.15 Rights of Parties Nothing in this Agreement whether express or implied

is intended to confer any rights or remedies under or by reason of this Agreement on any Persons

other than the parties to it and their respective successors and permitted assigns nor is anything

in this Agreement intended to relieve or discharge the obligation or liability of any third Person

to any party to this Agreement nor shall any provision give any third Person any right of

subrogation or action over or against any party to this Agreement

Section 13.16 Gender Any reference to the neuter gender shall be deemed to include the

feminine and masculine genders unless the context otherwise requires and vice versa

Section 13.17 Supersedure This Agreement completely amends restates and supersedes

the Existing Operating Agreement which Existing Operating Agreement shall be of no further

force or effect

/Signatures follow
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Sgnatnre Page to Amended and Restated Operating Agreement

Th WITNESS WHEREOF the undersigned have executed this Agreement as of the date

first written above

LBG

By
Manager

WAGNER REESE PROPERTI LLC

By

GLF REALTY INC

By

G4Fu11 esident

S-i



SCHEDULE

Reimbursement Maximum Ownership

investors Cask Guarantee Investment %/Units

Class Members

LBG Reagan Park LLC 8320.001 $3.091.726.80 $3.411726.80 36.78%

do Leo Brown Group LLC Cash and 38308

301 Carmel Dr. Suite C30 Expenses

Carmel IN 46032

36.78%

Total Class Units 38308

Class Members

Wagner Reese Properties LLC $300000 $2898.38 8.80 $3 198.38880 34.48%

do Wagner Reese 35914

11939 Meridian Street

Cannel IN 46032

GLF Realty Inc

do North Mechanical $250.00 $2.41 5.884.4 $2665884.40 28.74%

Contracting Inc 29928

2627 North Emerson Avenue

lndiinapo1is IN 46218

63.22%

Total Class Units 65842

100%

Total $9276000 104150



SCHEDULE
PRO FORMA UNITS AND PERCENTAGE INTERESTS

Assuming full exercise of the Warrants

Class of Units Aggregate Number of Units Agegate Percentage Interests

Class Units 18.0046 17.29%

Class Units 30.9454 29.7 1%

Class Units 5520 53%

Total 104150 100.0%
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EXHIBIT

FORM OF DEBENTURE

ON NEXT PAGE
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NEITHER THIS DEBENTURE NOR ANY SECURITIES ISSUABLE UPON
REDEMPTION OF THIS DEBENTURE HAVE BEEN REGISTERED OR
QUALIFIED UNDER THE SECURITIES ACT OF 1933 AS AMENDED THE
SECURITiES ACT OR APPLICABLE STATE SECURITIES LAWS NEITHER
THIS DEBENTURE NOR SUCH SECURITIES MAY BE SOLD OFFERED FOR
SALE TRANSFERRED OR OTHERWISE DISPOSED OF UNLESS REGISTERED
OR QUALIFIED UNDER THE SECURiTIES ACT OR APPLICABLE STATE
SECURITIES LAWS OR THE TRANSACTION IS EXEMPT FROM SUCH
REGISTRATION OR QUALIFICATION

REAGAN PARK SENIOR LIVING LLC

9% SUBORDINATED DEBENTURE DUE DECEMBER 31 2017

No

REAGAN PARK SENIOR LIVING LLC limited liability company duly

organized and validly existing under the laws of the State of Indiana the Company
which term includes any successor entity under the Indenture referred to on the reverse

hereof for value received hereby promises to pay to
___________________________ or

registered assigns the principal sum of ______________________________DOLLARS
on December 31 2017 at the office or agency of the Company maintained for that

purpose in accordance with the terms of the Indenture in such coin or currency of the

United States of America as at the time of payment shall be legal tender for the payment
of public and private debts and to pay interest quarterly on June September
December and March of each year commencing June 2013 on said principal sum
in like coin or currency at the rate per annum of 9% from the June September
December or March as the case may be next preceding the date of this Debenture to

which interest has been paid or duly provided for unless the date hereof is date to

which interest has been paid or duly provided for in which case from the date of this

Debenture or unless no interest has been paid or duly provided for on the Debentures in

which case from the date of the issuance of this Debenture until payment of said

principal sum has been made or duly provided for Notwithstanding the foregoing if the

date hereof is after any June September December or March as the case may be
and before the following June September December or March this Debenture

shall bear interest from such June September December or March provided that

if the Company shall default in the payment of interest due on such June September
December or March then this Debenture shall bear interest from the next preceding

June September December or March to which interest has been paid or duly

provided for or if no interest has been paid or duly provided for on such Debenture from

the date of the issuance of this Debenture Except as otherwise provided in the Indenture
the interest payable on this Debenture pursuant to the Indenture on any June

September December or March will be paid to the Person entitled thereto as it

appears in the Debenture Register at the close of business on the Record Date which

shall be the May 15 August 15 November 15 or February 15 whether or not Business



Day next preceding such June September December or March as provided in

the Indenture provided that any such interest not punctually paid or duly provided for

shall be payable as provided in Section 2.03 of the Indenture Interest on the Debentures

shall be computed on the basis of 360-day year of twelve 30-day months

The Company shall pay interest on any Debentures in certificated form by check

mailed to the address of the Person entitled thereto as it appears in the Debenture

Register

Reference is made to the further provisions of this Debenture set forth on the

reverse hereof Such further provisions shall for all purposes have the same effect as

though fully set forth at this place

This Debenture shall be deemed to be contract made under the laws of the State

of Indiana and for all purposes shall be construed in accordance with and governed by
the laws of the State of Indiana without regard to conflicts of laws principles thereof

This Debenture shall not be valid or become obligatory for any purpose until the

certificate of authentication hereon shall have been manually signed by the Trustee or

duly authorized authenticating agent under the Indenture

IN WITNESS WHEREOF the Company has caused this Debenture to be duly

executed

REAGAN PARK SENiOR LIVING LLC

By ____________________________
Thomas Smith Manager

tc



TRUSTEES CERTWICATE OF AUTHENTICATION

This is one of the Debentures described in the within-named Indenture

Dated

FIRST MERCHANTS BANK NATIONAL ASSOCIATION

acting by and through its FIRST MERCHANTS TRUST COMPANY DIVISION
as Trustee

By
Authorized Signatory

or

By ___
As Authenticating Agent

if different from Trustee

By _____
Authorized Signatory



OF REVERSE OF DEBENTIJRE

REAGAN PARK SENIOR LIVING LLC

9% SUBORDINATED DEBENTURE DUE DECEMBER 31 2017

This Debenture is one of duly authorized issue of Debentures of the Company
designated as its 9% Subordinated Debentures Due December 31 2017 the

Debentures limited in aggregate principal amount to $2500000 issued and to be

issued under and pursuant to an Indenture dated as of December 2012 the

Indenture between the Company and First Merchants Bank National Association

acting by and through its First Merchants Trust Company Division as trustee the

Trustee to which Indenture and all indentures supplemental thereto reference is

hereby made for description of the rights limitations of rights obligations duties and

immunities thereunder of the Trustee the Company and the Holders of the Debentures

The Debentures are issuable in fully registered form without coupons in

denominations of $1000 principal amount and any multiple of $1000 Upon due

presentment for registration of transfer of this Debenture at the office or agency of the

Company maintained for that purpose in accordance with the terms of the Indenture

new Debenture or Debentures of authorized denominations for an equal aggregate

principal amount will be issued to the transferee in exchange thereof subject to the

limitations provided in the Indenture without charge except for any tax assessment or

other governmental charge imposed in connection therewith

The Company may not give notice of any redemption of the Debentures if an

Event of Default in the payment of interest on the Debentures has occurred and is

Continuing

The Debentures are not subject to redemption through the operation of any

sinking fund

The Debentures may be redeemed at the option of the Company in whole or in

part upon mailing notice of such redemption not less than 30 days but not more than

60 days before the redemption date to the Holders of Debentures at their last registered

addresses all as provided in the Indenture Debenture may be redeemed at the option

of the Holder in whole but not in part upon notice of redemption to the Company and

the Trustee not fewer than thirty 30 nor more than sixty 60 days prior to the

redemption date by first class mail The notice shall be accompanied by Warrant

exercise form containing such Holders or such Holders designees agreement to

purchase Class Membership Units for an aggregate exercise price of not less than the

aggregate Redemption Price The Redemption Price in each case shall be 100%

expressed as percentage of the principal amount of the Debenture to be redeemed

together with accrued and unpaid interest to but excluding the redemption date

provided that if the redemption date is on June September December or March

then the interest payable on such date shall be paid to the Holder of record on the

preceding June September December or March respectively



No adjustment in respect of interest on any Debenture wilt be made upon any
surrender for Mandatory Redemption except as set forth in the next sentence If this

Debenture or portion hereof is surrendered for Mandatory Redemption during the

period from the close of business on any record date for the payment of interest to the

close of business on the Business Day preceding the following interest payment date this

Debenture or portion hereof being redeemed must be accompanied by payment in

immediately available funds or other funds acceptable to the Company of an amount

equal to the interest otherwise payable on such interest payment date on the principal
amount being redeemed provided that no such payment shall be required to the extent

of any overdue interest at the time of redemption with respect to this Debenture or ii the

next interest payment date would occur after the Final Maturity Date

The indebtedness evidenced by the Debentures is to the extent and in the manner

provided in the Indenture subordinate and junior in right of payment to the prior payment
in full of the Senior Indebtedness Any Holder by accepting this Debenture agrees to and
shall be bound by such subordination provisions and authorizes the Trustee to give them
effect In addition to all other rights of Senior Indebtedness described in the Indenture
the Senior Indebtedness shall continue to be Senior Indebtedness and entitled to the

benefits of the subordination provisions irrespective of any amendment modification or

waiver of any terms of any instrument relating to the Senior Indebtedness or any
extension or renewal of the Senior Indebtedness

If an Event of Default shall have occurred and be continuing the principal of and
accrued interest on all Debentures may be declared by either the Trustee or the Holders

of not less than 25% in aggregate principal amount of the Debentures then outstanding
and upon said declaration shall become due and payable in the manner with the effect

and subject to the conditions provided in the Indenture

The Indenture contains provisions permitting the Company and the Trustee with

the consent of the Holders of at least majority in aggregate principal amount of the

Debentures at the time outstanding to execute supplemental indentures adding any
provisions to or changing in any manner or eliminating any of the provisions of the

Indenture or of any supplemental indenture or modifying in any manner the rights of the

Holders of the Debentures subject to the exceptions set forth in Section 10.02 of the

Indenture Subject to the provisions of the Indenture the Holders of majority in

aggregate principal amount of the Debentures at the time outstanding may on behalf of
the Holders of all of the Debentures waive any past Default or Event of Default subject
to the exceptions set forth in the Indenture Any such consent or waiver by the Holder of
this Debenture unless revoked as provided in the Indenture shall be conclusive and

binding upon such Holder and upon all future holders and owners of this Debenture and

any Debentures which may be issued in exchange or substitution hereof irrespective of
whether or not any notation thereof is made upon this Debenture or such other

Debentures

No reference herein to the Indenture and no provision of this Debenture or of the

Indenture shall alter or impair the obligation of the Company which is absolute and



unconditional to pay the principal of and interest on this Debenture at the place at the

respective times at the rate and in the coin or currency herein prescribed

The Company the Trustee any authenticating agent any paying agent and any
Debenture Registrar may deem and treat the registered Holder hereof as the absolute

owner of this Debenture whether or not this Debenture shall be overdue and

notwithstanding any notation of ownership or other writing hereon made by anyone other

than the Company or any Debenture Registrar for the purpose of receiving payment

hereof or on account hereof and for all other purposes and neither the Company nor the

Trustee nor any other authenticating agent nor any paying agent nor any Debenture

Registrar shall be affected by any notice to the contrary All payments made to or upon
the order of such registered Holder shall to the extent of the sum or sums paid satisfy

and discharge liability for monies payable on this Debenture

No recourse for the payment of the principal of or interest on this Debenture or

for any claim based hereon or otherwise in respect hereof and no recourse under or upon

any obligation covenant or agreement of the Company in the Indenture or any

supplemental indenture or in any Debenture or because of the creation of any
indebtedness represented thereby shall be had against any incorporator stockholder

employee agent officer or director or subsidiary as such past present or future of the

Company or of any successor corporation either directly or through the Company or any
successor corporation whether by virtue of any constitution statute or rule of law or by
the enforcement of any assessment or penalty or otherwise all such liability being by

acceptance hereof and as part of the consideration for the issue hereof expressly waived

and released

All obligations of the Company evidenced by this Debenture shall be payable
without relief from valuation and appraisement laws

Terms used in this Debenture and defined in the Indenture are used herein as

therein defined



ABBREVIATIONS

ftc illuwing abbreviations when used in the inscnption of the face of this Debenture shall be construed

as though they were written out in full according to applicable laws or regulations

TEN COMas tenants in common UNIF GIFT MIN ACT
Custodian

TEN ENTas tenant by the Cust Minor
entireties

TENas joint tenants with right

of under Uniform Gifts to Minors Act
___________________________________

survivorship and not as tenants in State

common

Additional abbreviations may also be used though not in the above list



ASSIGNMENT

For value received hereby sells assigns and transfers

unto Please insert social security or other Taxpayer Identification Number

of assignee the within Debenture and hereby irrevocably constitutes and

appoints attorney to transfer said Debenture on the books of the Company
with full power of substitution in the premises

Dated

Signatures

Signatures must be guaranteed by an

Eligible Guarantor Institution meeting the

requirements of the Debenture Registrar

which requirements include membership or

participation in the Security Transfer Agent

Medallion Program Staip or such other

Signature Guarantee Program as may be

determined by the Debenture Registrar in

addition to or in substitution for Stamp all

in accordance with the Securities Exchange

Act of 1934 as amended

Signature Guarantee

NOTICE The signature on the Assignment must correspond with the name as written

upon the face of the Debenture in every particular without alteration or enlargement or

any change whatever



EXHIBIT

FORM OF WARRANT

ON NEXT PAGEJ
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THE WARRANT REPRESENTED BY THIS DOCUMENT WAS ACQUIRED FOR
IN VESTMENT ONLY AND NOT FOR RESALE NEITHER THE WARRANT NOR THE
MEMBERSHIP UNITS THAT MAY BE PURCHASED BY EXERCISE OF THE WARRANT
HAVE BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933 AS AMENDED OR
UNDER ANY STATE SECURITIES LAW EXCEPT FOR THE STATES OF ILLiNOIS

INDIANA MICHIGAN OHIO AND WISCONSIN THIS WARRANT MAY NOT BE SOLD
TRANSFERRED PLEDGED OR HYPOTHECATED UNLESS FIRST REGISTERED
UNDER SUCH LAWS OR UNLESS THE COMPANY HAS RECEIVED AN OPINION OF
COUNSEL OR OTHER EVIDENCE SATISFACTORY TO IT THAT REGISTRATION
UNDER SUCH LAWS IS NOT REQUIRED

THIS WARRANT MAY NOT BE EXERCISED EXCEPT IN COMPLIANCE WITH ALL
APPLICABLE FEDERAL AND STATE SECURITIES LAWS TO THE REASONABLE
SATISFACTION OF THE COMPANY AND LEGAL COUNSEL FOR THE COMPANY

Warrant No Void after December 31 2022

REAGAN PARK SENIOR LIVING LLC
301 Carmel Dr Suite C300 Carmel Indiana 46032

Dated December 31 2012

MEMBERSHIP INTEREST PURCHASE WARRANT

Reagan Park Senior Living LLC an Indiana limited liability company the

Company hereby certifies that _______________________________ or his her or its

registered assigns the Holder for value received is entitled to purchase from the Company
at any time beginning December 31 2015 and ending at 500 p.m Eastern Time on December

31 2022 the Expiration Date up to ________________ Units of the

Company the Warrant Units at an exercise price equal to Fifty Dollars $50.00 per Warrant

Unit the Exercise Price subject to the terms and conditions listed below

Method_9f Exercise Payment This Warrant may be exercised by the Holder by

surrendering this Warrant to the Company at its principal office or at such

other place as the Company may designate by notice to the Holder

The IJnits shall he Class Units the number of Warrant Units shall be equal to the number that results from

dividing the principal amount of the Debenture issued by the Company to the Holder in connection with and on

the same date as this Wan-ant and bearing lcbenture No that is the same as the Warrant No listed above by

ii Fifty lollars $500 l3v way of example and not of limitation if the principal amount of the 1ebenture

issued to the Holder is Fifty Thousand lollars $50000.00 then the number of Warrant inits listed above will he

One Thousand 1.000 i.e. $50.01 .0 divided $50.X equals 1000

\L



delivering to the Company duly executed Notice of Exercise in the form

attached hereto as Attachment and

delivering payment of the Exercise Price to the Company

in cash

ii by certified or official check

iii by wire transfer

iv by surrender to the Company for forgiveness of the principal

amount thereof of the Debenture duly endorsed for transfer

issued by the Company that bears Debenture No that is the

same as the Warrant No listed on the first page hereof prior to

the payment of the principal amount of such Debenture or

any combination of the foregoing

Qther Requirements for the Exercise of the Warrant Upon receipt by the

Company of the items described in Section above the Holder shall be deemed to be the holder

of record of the applicable number of Warrant Units provided that

the Holder executes counterpart signature page to the Companys Operating

Agreement which is then in effect as confirmation that such Holder accepts and agrees

to be bound by all of the terms of such Operating Agreement and

in connection with the Holders purchase of the Warrant Units if reasonably

requested by the Company or its counsel the Holder will submit to the Company such

evidence as may be reasonably satisfactory to the Company to assure the Company that

the issuance of the Warrant Units to the Holder will not be in violation of any applicable

federal or state securities laws or regulations

Upon satisfaction of the conditions listed above the Company shall amend Exhibit to the

Companys Operating Agreement to reflect the Holders ownership of the Warrant Units

purchased in connection with the exercise of the Warrant

Partial Exercise of Warrant This Warrant may be exercised prior to the

Expiration Date for all or part
of the Warrant Units so long as such partial exercise is in

increments of one thousand dollars $1000 If this Warrant is exercised for less than all of the

Warrant Units the Company shall re-issue replacement Warrant to the Holder which

replacement Warrant shall have the same Warrant No as the original Warrant shall be dated as

of the date the original Warrant or immediately preceding replacement Warrant was exercised

and shall be for that number of Warrant Units which equals the original number of Warrant Units

less the number of Warrant Units purchased by exercise of the original Warrant and any

subsequent replacement Warrants

Adjustment of Warrant Exercise Price and Number Wits If the

Company is recapitalized consolidated with or merged into any other entity or sells or conveys



to any other entity all or substantially all of its property as an entity provision shall be made as

part
of the terms of such recapitalization consolidation merger sale or conveyance so that the

Holder may receive in lieu of the Warrant Units otherwise issuable to the Holder hereunder for

the same Exercise Price the same kind and ownership interest or assets as may be distributable

upon the recapitalization consolidation merger sale or conveyance with respect to the Warrant

Units Appropriate adjustments shall also be made if the Company subdivides or splits or

combines or effects reverse split or effects similar change or reclassification of the Warrant

Units

Non-Dilution Any Warrant Units issued to the Holder upon exercise of this

Warrant shall not be subject to dilution by the Company on or before the Expiration Date In the

event the Holder acquires Warrant Units prior to the Expiration Date and the Company thereafter

issues any additional Units or membership interest of the Company that would otherwise dilute

the Holders Warrant Units below the Minimum Ownership Percentage as that term is defined

below the Company agrees to issue to the Holder sufficient additional Units for no further

consideration in an amount sufficient to maintain Holders Minimum Ownership Percentage

For purposes of this Section the term MinimumOwnership Percentage means the number

expressed as percentage which results from the following equation in which Xs equals the

number of Warrant Units held by the Holder upon exercise of this Warrant

104150
100 Minimum Ownership Percentage

By way of example and not of limitation if the Warrant Holder holds One Thousand 1000
Warrant Units then the Warrant Holders Minimum Ownership Percentage would be Ninety-Six

Hundredths Percent .96%i.e 1000 divided by 104150 multiplied by 100 equals .96% The

protection against dilution provided by this Section shall survive only until the Expiration

Date and thereafter the Warrant Units will be subject to dilution in the same manner as any

other Units or membership interest of the Company

Compliance with Securities Laws The Holder by acceptance hereof agrees that

this Warrant and the Warrant Units are being acquired for investment and that the Holder will

not offer sell or otherwise dispose of this Warrant or any Warrant Units except under

circumstances which will not result in violation of the Securities Act of 1933 as amended the

Act or the applicable securities laws of any State the State Acts Upon exercise of this

Warrant the Holder hereof shall confirm in writing by executing the Notice of Exercise that the

Warrant Units so purchased are being acquired for investment and not with view toward

distribution or resale

Transferability of Warrant and Warrant_Units Neither this Warrant nor any

Warrant Units acquired by exercise of this Warrant shall be sold pledged hypothecated or

otherwise transferred whether or not for consideration except in compliance with the Act and

the State Acts It shall be condition to the transfer of this Warrant or any Warrant Units that

any transferee of this Warrant or any Warrant Units deliver to the Company such transferees

\C



written agreement to accept and be bound by all of the terms and conditions of this Warrant or

if the Warrant Units are transferred of the transferees agreement to be bound by the terms of the

Companys Operating Agreement The Holder acknowledges that the Company has not granted

any registration rights hereunder

Holder Not Member No Holder of this Warrant as such shall be entitled to

vote or receive distributions or be deemed the holder of any Units or membership interest of the

Company nor shall anything contained herein be construed to confer upon the Holder of this

Warrant as such any of the rights of Member of the Company or any right to vote for the

election of Manager or upon any matter submitted to the vote of the Members or to give or

withhold consent to any Company action whatsoever until this Warrant shall have been duly

exercised and the Warrant Units shall have become deliverable to such Holder as provided

herein

Notice to Holder of Certain Events The Company shall not

make any distribution of funds property or securities or of rights to

receive the same in liquidation dissolution or otherwise to the Members of the

Company other than payments on debts owed to Members which have been

disclosed to the original Holder prior to the purchase of this Warrant

authorize or enter into merger or consolidation in which the Company or

any Company subsidiary is constituent party

sell lease transfer license or otherwise dispose of all or substantially all

of the assets of the Company or any subsidiary of the Company in single or series of

transactions or sell the equity interests of any subsidiary or

redeem any securities of the Company

each of the foregoing being referred to as Notice Event as of any date on or before the

Expiration Date unless the Company shall have given the Holder at least thirty 30 days prior

written notice of its intent to proceed with the Notice Event such notice including reasonable

description of the timing consideration and structure of the Notice Event To the extent it has

knowledge of the same the Company shall also give the Holder at least thirty 30 days prior

written notice of any proposed sale of units of the Company that would trigger the applicability

of the co-sale rights or drag along rights contemplated by Sections 10.2c or 10.2d

respectively of the Operating Agreement of the Company

10 Loss or Destruction Upon receipt of evidence satisfactory to the Company of the

loss theft destruction or mutilation of this Warrant and in the case of any such loss theft or

destruction upon delivery of an indemnity agreement or bond satisfactory in form substance and

amount to the Company or in the case of any such mutilation upon surrender and cancellation

of this Warrant the Company will execute and deliver in lieu thereof replacement Warrant of

like tenor



11 This Warrant and the rights and obligations of the parties

hereunder shall be governed by and construed and interpreted in accordance with the laws of the

State of Indiana notwithstanding the fact that Indiana conflict of law rules might otherwise

require the substantive rules of law of another jurisdiction to apply

12 Headings The headings in this Warrant are for purposes of convenience and

reference only and shall not be deemed to constitute part hereof

13 Modification Neither this Warrant nor any term hereof may be changed waived

discharged or terminated orally but only by an instrument in writing signed by the Company and

the Holder

14 Notices Whenever any notice payment of any purchase price or other

communication is required to be given or delivered under the terms of this Warrant it shall be in

writing and delivered by hand delivery or United States registered or certified mail return receipt

requested postage prepaid or similar delivery if outside of the United States and will be

deemed to have been given or delivered on the date such notice purchase price or other

communication is so delivered if by hand delivery or mailed as the case may be and if to the

Company it will be addressed to Reagan Park Senior Living LLC do Thomas Smith

Manager 301 Carmel Dr Suite C300 Cannel IN 46032 and if to the Holder it will be

addressed to the registered Holder at its his or her address as it appears on the books of the

Company

15 JURY WAIVER THE HOLDER AND COMPANY AFTER
CONSULTING OR HAVING HAD THE OPPORTUNITY TO CONSULT WITH

COUNSEL KNOWINGLY VOLUNTARILY AND INTENTIONALLY WAIVE ANY
RIGHT EITHER OF THEM MAY HAVE TO TRIAL BY JURY IN ANY
LITIGATION BASED UPON OR ARISING OUT OF THIS WARRANT OR ANY OF
THE TRANSACTIONS CONTEMPLATED BY THIS WARRANT OR ANY COURSE
OF CONDUCT DEALING STATEMENTS WHETHER ORAL OR WRITTEN OR
ACTIONS OF EITHER OF THEM NEITHER HOLDER NOR COMPANY SHALL
SEEK TO CONSOLIDATE BY COUNTERCLAIM OR OTHERWISE ANY ACTION

IN WHICH JURY TRIAL HAS BEEN WAIVED WITH ANY OTHER ACTiON IN

WHICH JURY TRIAL CANNOT BE OR HAS NOT BEEN WAIVED THESE

PROVISIONS SHALL NOT BE DEEMED TO HAVE BEEN MODIFIED EN ANY
RESPECT OR RELINQUISHED BY ANY PARTY EXCEPT BY WRITTEN
INSTRUMENT EXECUTEE BY THEM

IN WITNESS WHEREOF the Company has executed this Warrant as of the
____ day of

____________ 2012

REAGAN PARK SENIOR LIVING LLC

By ___________________
Thomas Smith Manager



ATTACHMENT

NOTICE OF EXERCISE

TO Reagan Park Senior Living LLC

301 Carmel Dr Suite C300

Carmel IN 46032

Attn Thomas Smith

The undersigned the Holder hereby elects pursuant to the terms of the

attached Warrant the Warrant to purchase _____ Warrant Units and tenders herewith

payment of the Exercise Price for such Warrant Units as specified in the Warrant

The Holder hereby requests that the Reagan Park Senior Living LLC the

Company provide the Holder with copy of Schedule to the Companys Operating

Agreement as amended along with counterpart signature page for execution by the Holder

Upon the Companys receipt of counterpart signature page to the Companys

Operating Agreement duly executed by the Holder the Holder requests that the Company amend

Exhibit to the Operating Agreement to reflect the Holders ownership of the Warrant Units and

provide the Holder with copy of such amended Exhibit

The Holder represents to the Company that the Holder

is acquiring the Warrant Units for the Holders own account for investment

purposes only and not with view to or for the resale in connection with any

distribution thereof and has no present intention of distributing or reselling such Warrant

Units

understands that the Warrant Units have not been registered under the

Securities Act of 1933 as amended the Act or the applicable securities laws of any

State the State Acts except for the States of Illinois Indiana Michigan Ohio and

Wisconsin in reliance upon one or more specific exemptions therefrom which

exemptions depend upon among other things the bona fide nature of the Holders

investment intent as expressed herein

further understands that the Company is under no obligation to further

register the Warrant Units under the Act or any State Acts

further understands that at the time the Holder wishes to sell or otherwise

dispose of the Warrant Units even if the Warrant Units are registered or an exemption

from registration is otherwise available there may be no market for such Warrant Units

and

\3



HOLDER

Dated __________________________________________

Signature

Type or print name

Officer Title if entity

Entitys Name if applicable

Residence or Principal Place of Business Address

City State and Zip Code

Telephone Number

Social Security Number or Tax Identification Number



EXHIBIT

COMPANYS PROJECTIONS

The projections included in this Exhibit have been compiled by the Company based on estimates of the

results of future operations The projections are based on assumptions herein concerning facts and events over

which the Company in many instances will have no significant control No independent party has verified or

confirmed the reasonableness of the assumptions that form the basis for the projections See Risk Factors

The projections are also subject to adverse consequences from one or more of the risk factors discussed

herein as well as other unforeseen risks While the Company believes that the financing projections and the

assumptions on which they are based are reasonable potential investors should realize that they are good faith

estimates only and that actual results will vary and may vary significantly from those in the financial projections

ASSUMPTIONS AND NOTES

Income Expense and Occupancy Projections pages E-3 through E-5

Month is the first month after substantial completion of construction of the Senior Living Facility

Month is the second month after substantial completion of construction and so on

of units leased represents the projected number of residential units that will be leased at the Senior

Living Facility as of the end of the month listed

AL refers to residential units at the Senior Living Facility MC refers to memory care units at the

Senior Living Facility

The Net Income shown on the bottom row of page E-4 reflects principal and interest payment of $50496

on the Bank Loan which assumes an interest rate of 5.75% per annum which was the interest rate on term

sheet provided by the Bank Note that the interest rate for the Bank Loan has not yet been locked so the

monthly payment amount for the Bank Loan may be different than shown

Cash Flow Projections pages E-6 through E-7

The cash flow projections are listed both for an Offering of $2250000 the minimum offering

amount and $2500000 the maximum offering amount The cash flow projections assume 12

month construction period followed by 24 month lease-up period

The beginning cash figure in Month of the construction period includes the gross Offering proceeds

less the Placement Agents fee Offering expenses the Companys current liabilities See Use of the

Proceeds

The Debenture payment amounts are interest-only at 9% per annum The Debenture payments are

shown as monthly expense for illustration
purposes

but such payments will actually be due on

quarterly basis

BEGIN ON NEXT PAGE
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ASSUMPTIONS

NUMBER RATE Month Month Month Month Month MonthS Month MonthS MonthS Month 10 Month 11 Month 12 TOTAL
SUITES

StUdIO 16 2200.00 10 11 12 13 14 14 IS

One Bedroom 29 2750.00 11 13 15 Il IS 21

TwoBedrooni 12 3200.00 10 10 11 11 12 12 12 12

MCPnvale 22 4200.00 10 11

SocondPerson 75000

TOTALSUITES 81 14 20 25 30 34 39 43 45 52 55 59

TOTALRESIOENTS 11 18 24 29 34 38 43 47 52 56 59 63

RESIDENTDAYS 330 540 720 570 1020 1140 1291 1410 1560 1680 1770 1890 14220

Avg Heallhcere Revenue 400

REVENUE
SUITES

Deluxe 660000 11000.00 1540000 17600.00 19.80000 22000.00 24200.00 26400.00 28600.00 3080000 30.80000 33000.00 266200.00
OneBedroom 550000 825000 11000.00 13.75000 19250.00 2475000 30250.00 3575000 4125000 46750.00 52280.00 5775000 346.50000

Two Bedroom 12800.00 1600000 2240000 28800.00 32000.00 32.00000 35200.00 35200.00 3840000 38400.00 38400.00 36400 00 388000.00
MCPrIveIe 420000 8400.00 12600.00 16800.00 21000.00 25200.00 29400.00 3380000 37800.00 42000.00 46.20000 271200.00
SeoondPecsnn 150000 3000.00 3000.00 3000.00 300000 3000.00 3000.00 3000.00 300000 3000.00 300000 3000.00 34500.00

TOTAL RENTAL 26400.00 42450.00 80200.00 75750.00 90680.00 102750.00 117950.00 129760.00 144950.00 156750.00 166450.00 176350.00 1292400.00

Other Income

Beady ShOp 200.00 20000 20000 200.00 30000 30000 30000 50000 500.00 500.00 50000 600.00 4300.00
Foolcare 10000 100.00 10000 10000 100.00 100.00 10000 10000 10000 10000 10000 10000 1.20000
Moveflfees

Housekeeping 50 00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50 00 50.00 5000 600.00
IS

Laundry 100.00 10000 200.00 200.00 235.00 235.00 23500 235.00 235.00 235.00 235.00 235.00 2480.00

Meals 25.00 2500 2500 25.00 25.00 25.00 25.00 2500 2500 2500 2500 25.00 300.00

HealthcareRevenue 1800.00 2600.00 360000 4400.00 5200.00 5800.00 6600.00 7200.00 8000.00 8600.00 9000.00 9600.00 72400.00 CD

Other 13000 13000 130.00 130.00 13000 130.00 130.00 130.00 13000 130.00 130.00 130.00 1560.00

Transportation 100.00 10000 10000 100.00 10000 10000 10000 100.00 10000 100.00 10000 10000 1200.00

TOTALOThER 250500 3305.00 4405.00 5205.00 6140.00 614000 754000 8340.00 914000 974000 1014000 1064000 84040.00

TOTAL REVENUE 25905.00 48755.00 64605.00 80968.00 96990.00 109490.00 125390.00 136090.00 153990.00 160496.00 176590.00 19919000 137644000
TotalRevenis 28905.00 45755.00 64605.00 80955.00 969900 109490.00 125390.00 138090.00 153990.00 166490.00 175590.00 169190.06 1316440.00

AVERAGEPERSLJITE 3211.61 3.26821 323025 3238.20 3233.00 3220.29 3215.13 3211.40 3208.13 3201.73 321073 3206.61 38653.34

Staffing Expense

OFFICE 10400.00 1040000 10400.00 10400.00 10400.00 1040000 10400.00 10400.00 10400.00 10400.00 10400.00 10400.00 124800.00

NURSING 26197.78 26197.78 2819775 30874.34 3087434 3087434 30614.34 35550.90 3555090 3555090 45264.24 4528424 399311 07

LFEENHANCEMENT 1733.33 1733.33 173333 1733.33 2600.00 260000 260000 346867 346667 3466.67 3466.67 346061 32066.67
HOUSEKEEPING 1906.67 190667 1906 61 1906.61 1906 67 190667 1906.67 1906.67 3293.33 3293.33 3293 33 3293 33 28426 61

091940 10.11612 1011612 1011612 10116.12 10.11612 10.11612 10116.12 12169.24 1210924 12.16924 12169.24 12169.24 131659.03

MA94TENANCE 260000 2600.00 2600 00 2600.00 2600 00 260000 260000 2600.00 260000 2600 00 260000 260000 31.200 00

PAYROLLTAX NelAziove 7943.06 794308 7943.08 6644.57 877457 8714.57 6774.57 9914.02 10122.02 1012202 1158202 11582.02 112.11963

TOTAL SALARY EXPENSE 80996.96 60596.96 6089698 6627502 17271.69 67271.69 67271.69 76007.80 77602.17 77602.17 88795.50 88795.50 859583.85

Me.eUng

PrlntAds 430000 4300.00 430000 430000 4300.00 4300.00 430000 4300.00 4300.00 4300.00 4300.00 4300.00 51600.00

Printing 350.00 350.00 350.00 350.00 350.00 350.00 35000 350.00 350.00 350.00 350.00 35000 4200.00

Postage 32000 320.00 320.00 32000 320.00 32000 32000 320.00 32000 32000 320.00 32000 3.64000
RadIOAdS 25000 250.00 250.00 250.00 250.00 250.00 250.00 250.00 25000 250.00 250.00 250.00 3000.00
SpeclalEvents 530.00 53000 530.00 530.00 530.00 530.00 53000 53000 530.00 530.00 530.00 530.00 636000
Suppkee 210.00 210.00 210.00 210.00 210.00 210.00 21000 210.00 210.00 210.00 210.00 210.00 2520.00

Total MarketIng 5960.00 5960.00 5960.00 596600 5960.00 5960.00 5960.00 5960.00 5960.00 5960.00 5960.00 5960.00 71520.00
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UtilItiss

Electnc
750000 7500.00 750000 150000 750000 750000 750000 750000 1500.00 750000 750000 750000 90000.00

Gas
95.00 95.00 95.00 9500 95.00 9s.QQ 95.00 9500 9500 9500 9500 9500 1140.00

Water
115000 1150.00 1150.00 115000 1150.00 1150.00 1.151.00 1150.00 1150.00 115000 115000 115000 1380000

Total UtilIties

9145.00 8745.00 8745.00 0745.00 0745.00 8745.00 8745.00 8745.00 8745.00 8745.00 8745.00 8745.00 104940.00
lazes Insurance

Propenylaxes 200000 2.00000 200000 200000 200000 200003 200000 200000 2000.00 2000.00 200000 2000.00 24000.00
GeneralProfLiattiary 2000.00 2000.00 2000.00 2000.00 2000.00 2000.00 200000 2000.00 Z000.00 2000.00 2M00.00 2000.00 24000.00
Employee Health

4.000 00 4000.00 4000 00 4000.00 4.000 00 4.00000 4000 00 4000.00 400000 4.000 00 400000 400000 48000.Oo
Workers Corp 735.00 73500 135.00 735.00 735.00 735 00 735.00 735 00 735 00 735 00 73500 735 00 8820.00
Total Taxes Insurance 873500 8735.00 0735.00 873500 8735.00 873500 8735.00 0735.00 8735.00 0735.00 5735.00 8735.00 104820.00
Care Programs

Rawfootj 6.OOPRI 198000 3240.00 4320.00 5220.00 812090 634000 7740.00 848000 936000 1008000 1082000 11340.00 85320.00Supplies 10000 100.00 100.00 10000 100.00 10000 100.00 10000 10000 100.00 100.00 100.00 120000Disposable Supplies 33000 33000 330.00 330.00 330.00 330.00 330.00 330.00 330.00 330.00 330.00 330.00 3880.00
OishesUlensjps

125.00 12500 125.00 125.00 125.00 12500 12500 25.00 12500 12500 125.00 125.00 1500.00
DietaryClesning 5000 50.00 50.00 50.00 50.00 50.00 50.00 50.00 5000 50.00 50.00 5000 800.00
Equipment Supplies

Washware5uppbes
125.00 12500 125.00 125.00 125.00 125.00 12500 125.00 125.00 125.00 125.00 12500 1500.00

Dieteaenservrces
110.00 11000 110.00 110.00 11000 110.00 11000 110.00 11000 110.00 110.00 11000 1320.00

Equipment Repass 240.00 24000 240.00 240.00 240.01 240.00 24000 240.00 24000 24000 240.00 240.00 2800.00
Uniforms

1500 1500 1500 1500 15.00 1500 15.00 15.00 1500 15.00 1500 15.00 180.00
TotalCare Programs

3075.98 4335.00 5415.00 8315.00 721500 7935.80 t835.08 9555.00 10455.00 11175.00 1171500 12435.00 98480.00
Total Operating Expense 100771.98 102031.98 10311198 109490.02 11138889 11210809 113188.80 122582.50 125057.17 128877.17 137908.20 139008.20 1402417.28
Net OperatIng Income

71068.98 56276.98 38.506 98 28535.02 1439669 2.616.89 12283.31 15527.50 2893283 4061283 3868180 50.18380 25.917.28

Va
SenklnlerestExpense $3852750 $38485.33 53844297 83840041 $38357.65 53831471 538271.56 538225.22 53818467 53814093 $38096.99 53805285 459503.78 vsDA.NoyeelntersatExpen.e 18750.00 1875000 18750.00 1675000 18750.00 1875000 1875000 18750.00 18750.00 1875000 1675000 1875000 228300.00
Depreciation Expense 20671.15 2067115 20.61115 20.67115 20671 15 2fl67t.l5 20671 15 2067115 2087115 20671.15 206ii 15 2087115 24505305
Net kicotne

14981563 134183.46 116.371.10 106356 59 92.175.50 80352.55 65409.41 62.121.87 48672.99 36.94925 38836 34 27290.20 958534.89
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ASSUMPTIONS

NUMBER RATE Monthl Month2 Month3 Month4 Months Monlhb Monthi Months MonthS MonthlO Month Monthl2 TOTAL

14 15 16 18 16 18 16 16 16 16 16 16

24 25 26 27 26 26 26 28 28 28 28 28

12 12 12 12 12 12 12 12 12 12 12 12

14 15 16 17 18 18 19 19 20 20 21 21

84 87 70 72 74 74 75 75 78 10 77 17

88 11 74 78 79 79 80 81 82 82 83 83

2040 2130 2220 2280 2310 2370 2400 2430 2460 2460 2490 2490 26140

3080000 3300000 35200.00 35200.00 3520000 35200.00 3520000 3520000 3520000 36.20000 35200.00 3520000 415.80000

86000.00 88750.00 71500.00 74250.00 17000.00 77000.00 77000.00 77000.00 77000.00 17000.00 77000.00 77000.00 896.50000

36400.00 38400.00 38400.00 38400.00 3840000 38.40000 38400.00 38400.00 3840000 3840000 38400.00 3840000 460800.00

5880000 6300000 8720000 71.40000 75600 00 75600.00 7980000 79800.00 84000.00 8400000 8820000 8820000 915600.00

300000 3000.00 300000 3000.00 315000 3750.00 3750.00 4500.00 4500.00 450000 4500.00 450000 4575000

197000.00 20180.00 21530000 222250.00 229950.00 229880.00 234150.00 234980.00 238100.00 238100.00 243300.00 243.30000 2.734480.00

18 2.20000

29 2.150 00

12 3200 00

22 4.20000

75000

SI

400

Net Above

SUITES

Sludro

One Bedroom

Two Bedroom

MC Prlvale

Second Person

TOTAL SUITES

TOTAL RESIDENTS

RESIDENT DAYS

Avg I4eallhcare Revenue

REN
SUITES

Deluxe

One Bedroom

Two Bedroom

MC Pnvele

Second Person

TOTAL RENTAL

Other Income

Beeuty Shop

Eooave

Move iii tees

Housekeepug

Laundry

Meals

lieafthcire Revenue

Other

Traniworlatson

TOTAL OTHER

TOTAL REVENUE

Toni Reverse

AVERAGE PER SUITE

Staffing Expense

OFFICE

NURSING

LIFE ENHANCEMENT
HOUSEKEEPING

DW4G
MAINTENANCE

PAYROLL TAX

TOTAL SALARY EXPENSE

PnnlAds

DrivIng

RedioAds

SpecâelEvenls

Total Menlieting

Office

Postage Delivery

519.00 51900

100.00 100.00

50.00 50.00

23500 235.00

2500 2500

10000.00 10400.00

13000 13000

100.00 10000

11159.00 11559.00

200159.80 217709.86

200159.90 211109.09

3.25248 3240.39

1040000 10400.00

45.26424 45284.24

34067 346667

3293.33 3293.33

12169.24 12169.24

2600.00 2600.00

1158202 1158202

86.79550 86195.50

51900 51900 51900 519.00 519.00 51000 51900 51900 519.00 519.00 622600

10000 100.00 10000 10000 10000 10000 10000 10000 10000 10000 120000

50.00 50.00 50.00 50.00 50.00 50.00 50.00 5000 50.00 50.00 600.00

23500 235.00 23500 235.00 23500 23500 235.00 23500 23500 235.00 282000

26 00 25.00 2500 25.00 2500 2500 25.00 2500 25.00 25.00 300.00

1080000 1100000 11200.00 11200.00 1120000 11200.00 1120000 11.20000 11200.00 11200.00 13160000

130.00 130.00 130.00 130.00 130.00 130.00 130.00 130.00 130.00 130.00 156000

10000 100.00 100.00 100.00 100.00 10000 100.00 100.00 100.00 100.00 120000

11959.00 12150.00 12359.00 12350.00 12359.00 12359.00 12359.00 12.35900 12359.00 12359 00 145708.00

22725800 234409.00 242319.00 242309.00 240309.00 241259.00 261469.00 281459.00 266859.00 255159.00 2990150.00

227259.00 234409.00 242389.00 242309.00 240509.00 207259.00 251459.00 281459.00 255859.00 25565800 288016600

3.24658 3285.68 3274.45 3274.45 3286.79 3296.79 330867 330867 332025 3320.25 39394.41

1040000 10400.00 10400.00 1040000 10400.00 1040000 1040000 1040000 10400.00 10400.00 124.800 00

45264.24 45284.24 45284.24 45284.24 4528424 4528424 45284.24 4525424 4528424 45284.24 543410.83

3466 El 346867 3.46667 3.40067 3466.67 3486.61 3.46667 346661 3466.67 3486.67 41600.00

3293.33 329333 3293.33 3293.33 3293.33 3293.33 3293.33 3293.33 3293.33 3293.33 39520.00

12.16924 12169.24 i2.i69.24 12i69.24 12169.24 12169.24 12169.24 1210924 ix169.2e 1216924 148030.00

260000 2800.00 260000 2600.00 2600.00 2600.00 2000.00 260000 2600.00 2600.00 31200.00

11582.02 1158202 11582.02 1158202 11582.02 11582.02 1158202 11592.02 1158202 11582.02 13896426

86795.50 88798.50 86796.30 06795.50 88195.50 68195.60 88795.00 86715.50 88195.60 88795.50 1066549.90

ID

ID

CD

02 00

ID

St

4500.00 4500.00 4500.00 4500.00 4500.00 4500.00 4500.00 4500.00 4500.00 4.50000 4500.00 4.50000

35000 350.00 35000 350.00 35000 350.00 35000 35000 350.00 35000 35000 350.00

320.00 32000 320.00 32000 320.00 32000 320.00 32000 32000 320.00 32000 32000

250.00 250.00 25000 25000 25000 250.00 25000 25000 25000 25000 250.00 250.00

530.00 530.00 530.00 530.00 530.00 530.00 530.00 530.00 530.00 530.00 530.00 830.00

210.00 21000 210.00 210.00 210.00 21000 210.00 210.00 210.00 210.00 210.00 210.00

8180.00 8160.00 8160.00 0180.00 6100.00 6180.00 5180.00 6180.00 8180.00 6100.00 8180.00 6190.00

54000.00

4200.00

3.64000

3000.00

6360.00

2.520 00

73920.00

300.00 300.00 30000 300.00 30000 300.00 300.00 30000 300.00 30000 300.00 300.00 3600.00
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-C

Waler 175000 1150.00 1.15000 115000 ijsooo 1.15000 1.15000 115000 1.15000 115000 115000 1150.00 13000.00total UtIlIties
8745.00 8745.00 074500 0745.00 8745.00 8745.00 0745.00 1745.00 8745.00 6748.00 8743.60 8745.00 104940.00Taxes tinsuranc

Propertylases 3000% 3000.00 3000.00 300000 3000.00 3.00000 3.00000 3000.00 3000.00 3000.00 3000.00 3000.00 31000.00General Prof
Lebuldry 2000.00 2000.00 2000.00 2000.00 2.00000 2000.00 2000.00 2000.00 2000.00 2000.00 2000.00 2000.00 24000.00

Employee Health
4.00000 400000 400000 4000.00 4000.00 4000.00 400000 4.00000 400000 4000.00 4000.00 4000.00 4000.00

Workers Camp 735.00 73500 73500 735.00 73$ 00 735 00 735.00 73500 73500 73500 735.00 73500 9820.03
Total Taxes Insurance 973500 973500 9735.00 5735.00 973500 0135.00 9735.00 973300 0735.00 9133.00 9735.00 9735.00 119820.00Car Programs

RawFood 600PR0 12240.00 12780.00 13.32000 13680.00 1422000 14220.00 14400.00 1458000 1476000 1476000 1494000 14940.00 101840.00
Supplies 10000 100.00 100.00 100.00 10000 100.00 10000 100.00 10000 10000 100.00 100.00 1200.00
DIsposable SrçpSs 330.00 330.00 33000 330.00 330.00 330.00 330.00 33000 330.00 33000 330.00 33000 3933.00DlshesUtenses 125.00 12500 12500 12500 12500 125.09 12500 12500 125.00 725.00 12500 125.00 1300.00
0letaryCIsarg 5000 50.00 5000 5000 5000 50.00 5000 5000 50.00 5000 50.00 5000 330.00
Equ4anenl Supphes

WeelrwareSupples 125.00 125.00 125.00 12500 12500 125.00 125.00 125.00 125.00 125.00 125.00 125.00 1500.00
D.eteclanS.rv.ces 11000 110.00 110.00 110.00 110.00 11000 110.00 110.00 11000 110.00 110.00 110.00 1320.00
Eqtapnent Repairs 24000 240.00 240.00 24000 240.00 240.00 24000 240.00 24000 240.00 24000 240.00 2990.00
Linitorms 1500 1500 15.00 15.00 1500 15.00 1500 1500 15.00 15.00 15.00 1500 190.00
Total Care Program 13335.00 13915.00 14415.00 14775.00 15315.00 15313.00 19490.00 15975.00 13135.00 13055.00 13035.09 18035.00 101990.00
Total Op.ratlng Expense 142150.27 142970.77 143003.27 144377.77 145154.77 145154.77 145400.77 143333.27 143399.27 14590927 143275.27 144273.27 1.739230.72
PtatOparatlnglncome 66008.73 74.73223 8345573 90031.23 97154.23 97154.23 101048.23 10159573 105480.73 10548973 109383.73 109.33373 l140027.20

SsIntsrnt Expense $30008.50 53796395 $37919 20 $37074.24 $37329.07 $37703.70 $3773812 $37392.33 53764634 537.60313 $37553.71 $37507.07 433110.39
Ployasoabanturalntsrestoapanae $10700.00 51875000 $1675000 $10750.00 $18750.00 $1875000 $1075000 $1675000 $18700.00 $1875000 $10758.00 51875000 223000.00

DeprecIatIon 8spense 20671.15 20671.15 20.67115 20671 15 20671.15 20.67115 20671.15 20.07115 20071.15 20671 IS 20671.15 20.67115 240053.35

P1st Income 2800023 38768.28 45536.53 52156.99 59325 18 59370.53 63310.11 63.0133.40 67843.40 67689.80 71830.03 71876.86 214757.07

St

Is

cm



Cash Flow Projections -$2250000

Construction PerIod fin Months

Cash

Less Debenture Payments

11477300 9617925

-16875 -16875

.8
9091050 8564175 778230 6900425 5653550 4406675

-16875

10

3159800 2312925

11

1616050 1281675

Less Management Fee -5000

-16875 -16875 -1687b -16875 .18875 -16875 .16875 -18875

-5000Ljea Pre-Leseing Expense

-5000

-5000 -5000

-5000 -5000 -5000 -5000 -5000 -5000 -5000 -5000 -5000

Lieu Conatucto Development Expense

Cast

.1832500 -500000

9617925 9091050

-5000

-500000

8564175

-10000 -10000 -25000 -25000 -25000

-750000 -850000 -120000 -1200000 -1200000

7782300 690042t 5653550 4406675 3159800

-25000 -25000

-600000 -650000

2312925

-37500

-275000

-37500

-164600

1618050 1281675 1057500

Leese Up Period In Months

egning Cash 1057500
10

-110394 -94804

818551 724642 840704 570905 512886 460566 411490 375819 35182Q

Less Debenture Payments -16875 -16875

-77034

-18875

-67063 -52924 -41144 -35445 -32201 -18796 -7116 -9047 24551

Ending Cash
930231 818551 724642

-16875 -16875 -16875 -16875

840704 570905 512886 480566 411490

-18875 -16875

375819

-16875 -168jJ

325907 31it

13 14 15

Lease Up Period In Months
16

Cash 311488 312893 323022

17 18 19 20 21 22 23

Plus Projected lncomelLoss fioni Proiect 18280 27004

367302 399853 432404 488849 505841 548728 567814 9j
Less Debenture Payments -16875

35727

-16875

42303 49426 49426 53320 53887 57761 57781 61655 61655J

EndIng Cash
312893

-18875

323022

-16875 -16875 -16875 -16815 -16875 -16875 -16875 -16875 -16875j

--

_____ 12

________ -16875 90

_____

__ ___
________

ii 12

_________
3259071 00

_____
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Cash Flow Projections -$2500000

E..I.1

10 11 12

Beginning Cash 11477300 9611050 9077300 8543550 7754800 6886050 5612306 4358550 3104800 2251050 1547300 1206050

Less Debenture Payments -18750 .18750 -18750 -18750 -18750 -18750 -18750 -18750 -18750 .18750 -18750 -18750

Lees Management Fee -5000 .5000 -5000 -5000 -5000 -5000 -5000 -5000 -5000 -5000 -5000 -5000

Less Pro-Leasing Expense -10000 -10000 -10000 -15000 .15000 -30000 -30000 -30000 -30000 -30000 -42500 -42500

Less Conslrucllon/ Development Expense -1832500 -500000 -500000 -750000 -850000 -1200000 -1200000 -1200000 -800000 -650000 -275000 .164800

Ending Cash 9611050 9077300 8543550 7754800 6886050 561230C 4358550 3104800 2251050 1547300 1206050 975000

L.ass Up PsrIod In Months

10 11 12

Beginning Cash 975000 845858 732301 636517 550704 479030 419136 364941 313990 276444 250579 222782

Plus Projected Income/Los from Project -110394 -94804 -77034 47063 -52924 -41144 -35445 -32201 -18796 -7116 -9047 2465

LessDe1en4urePaynenIs -18750 -18750 -18750 -18750 -18750 -18750 -18750 -18750 -18750 -10750 -18750 -18750

Ending Cash 845056 732301 636517 550704 479030 419136 364941 313990 276444 250579 222782 206488

L.a. Up Period In Months
13 14 15 16 17 18 19 20 21 22 23 24

IBeginning
Cash 206488 206018 214272 231249 254802 285478 316154 350724 385841 424853 463864 506769

Plus Projected lncome/Loss from Project 18200 27004 35727 42303 49428 49426 53320 53867 57761 57761 61655 61655

Less Debeniure Payments -18750 -18750 -10750 -18750 -18750 -18750 -18750 -18750 -18750 -18750 -18750 18750

lEnding Cash 206018 214272 231249 254802 285478 316154 350724 385841 424853 463864 506769 549675



REAGAN PARK SENIOR LIVING LLC
an Indiana limited liability company

Up to $2500000 of 9% Unsecured Debentures Due December 31 2017

Accompanied by

Warrants to Purchase Membership Units at $50 Per Unit Expiring December 31 2022

PLACEMENT AGENCY AGREEMENT

This Placement Agency Agreement the Agreement is made as of December 2012

between David Noyes Company an Illinois corporation Placement Agent and Reagan

Park Senior Living LLC an Indiana limited liability company the Company and the Leo

Brown Group LLC an Indiana limited liability company

The Company intends to issue and sell an aggregate principal amount not to exceed

$2500000 of 9% unsecured debentures of the Company due December31 2017 the

Debentures together with warrants to purchase membership units of the Company Units
exercisable at any time between December 31 2015 and 500 p.m Eastern Time on

December 31 2022 at an exercise price of $50 per Unit subject to adjustment as provided in the

warrants the Warrants and together with the Debentures the Securities from time to

time in public offering the Offering The Debentures will be issued pursuant to Trust

Indenture between the Company and First Merchants Trust Company the Trust Indenture
and will be offered at par

The Securities will be offered and sold without registration with the Securities and

Exchange Commission in accordance with Regulation 17 C.F.R 230.251-263 Regulation

under the Securities Act of 1933 as amended the Securities Act and iiwith respect to

the states in which the Offering is directed pursuant to registration by qualification in those

states where such qualification is required or pursuant to exemptions from registration available

to the Company under applicable state securities laws and regulations The proceeds of the

Offering will be used primarily to provide equity support to obtain senior debt financing from

one or more financial institutions the Bank Loan for the construction of senior living

facility in Hendricks County Indiana the Project to pay various fees relating to the Project

and the Offering and to establish separate account for the purpose of funding the payment of

interest on the Debentures and Bank Loan

The Company wishes to engage the Placement Agent to act as the Companys exclusive

agent to identify prospective purchasers of Securities to be issued in the Offering and the

Placement Agent is willing to accept such engagement on the terms and subject to the conditions

set forth in this Agreement

Accordingly intending to be legally bound the parties agree as follows

The Offering

The final terms of the Securities to be issued by the Company and of the

Offering will be determined by the Company and set forth in an offering circular in form

and content complying with Regulation and applicable state securities laws which



along with any amendment or supplement thereto is referred to herein as the Offering

Circular which the Company will prepare for distribution to prospective purchasers of

Securities in the Offering

Certain terms of the Offering are as follows

The Securities will be offered and sold in reliance on and in accordance with

Regulation and as result the Offering will be exempt from the registration

requirements of the Securities Act and will be qualified or exempt under applicable state

securities laws

ii Qualification of the Trust Indenture with respect to the Debentures under the

Trust Indenture Act of 1939 as amended the Trust Indenture Act will not be

required in connection with the offer issuance sale or delivery of the Debentures

iii The Debentures will be issuable in increments of $1000 with minimum

principal amount per Debenture of $25000 and maximum principal amount per

investor of $500000 unless otherwise expressly agreed by the Company

iv Warrants will be issued and delivered to purchasers of Debentures at the rate

of Warrants to purchase 20 Units for each $1000 principal amount of Debentures

purchased

The Offering is contingent upon the receipt of funds by the escrow agent of

the Company the Escrow Agent representing minimum aggregate amount of

subscriptions for the purchase of Debentures of $2250000 on or before December

2012 which may be waived by the Company at any time

vi The Company will not issue and sell Debentures and accompanying

Warrants with maximum aggregate principal amount exceeding $2500000 the

Maximum Amount

vii For each $1000 of Securities purchased $980 will be allocated to the cost of

the Debenture and $20 will be allocated to the cost of the Warrant

viii The subscription funds of prospective investor will be maintained in

separate escrow account at financial institution for the benefit of the investor by the

Escrow Agent until such time as funds for the aggregate minimum subscription amount

for the purchase of Debentures has been collected

ix Investors must purchase Securities directly from the Company and the

Securities will be issued through the delivery of separate Debenture and Warrant

documents

The Company and the Placement Agent may elect to hold more than one

closing for the sale of Securities .but in no event shall closings be held more frequently

than monthly unless the Company and Placement Agent otherwise agree



xi The Offering will terminate the Offering Termination at the earlier of

the date on which the Placement Agent receives subscription agreements for the

maximum amount of the Offering and the date set forth in the Offering Circular

provided that the Company may temporarily cease selling the Securities or terminate or

extend the Offering at any time after consulting with the Placement Agent

Engagement

The Company engages Placement Agent and Placement Agent accepts such

engagement as the Companys exclusive financial advisor and marketing agent on best

efforts basis for the purpose of identifying potential purchasers of Securities in the

Offering soliciting subscriptions for Securities advising and assisting the Company with

respect to the Companys sale of Securities in the Offering and providing such other

advice and assistance in connection with the Offering as the Company may reasonably

request It is acknowledged by the Company that the Placement Agent shall not be

required to purchase any Securities in the Offering or otherwise or be obligated to take

any action that is inconsistent with any applicable law regulation decision or order

Notwithstanding any contrary provision of this Agreement the Placement Agent shall

have no liability to the Company or any other person for its failure to identify one or

more prospective investors in the Offering or the failure of the Company to sell any or all

of the Securities being offered for sale in the Offering

As compensation for the Placement Agents services hereunder

the Company shall pay to Placement Agent at each closing of the sale of

Securities in the Offering to prospective investor identified by Placement Agent during

the term of this Agreement cash commission equal to seven percent 7.0% of the gross

proceeds from the sale of Securities at such closing

ii the Company shall pay to Placement Agent at each closing of the sale of

Securities in the Offering to prospective investor identified by the Company during the

term of this Agreement Company Investor cash commission equal to four

percent 4.0% calculated on the first $450000 of the gross proceeds from the sale of

Securities at all such closings and

iii the Company shall pay to Placement Agent fee of one percent 1.0% of

the aggregate principal amount of any loan proceeds received by the Company from any

financial institution in which Placement Agent assisted in securing such financing during

the term of this Agreement except for Merchants Bank of Indiana payable at the closing

of such loan transaction

iv the Company shall issue to Placement Agent warrants the Noyes

Warrants to acquire number of Units of the Company determined as follows if

the Company receives gross proceeds from the sale of Debentures in the Offering of less

than the Maximum Amount then the Company shall issue to Placement Agent warrants

to acquire 5000 Units and if the Company receives the Maximum Amount of gross

proceeds from the sale of Debentures in the Offering then the Company shall issue to

Placement Agent warrants to acquire 5200 Units The Noyes Warrants will carry the



same rights and be exercisable under the same conditions as the Warrants issued to the

purchasers of Debentures in the Offering provided that the Noyes Warrants also shall

contain standard anti-dilution provisions similar to the Warrants The Company shall

issue the Noyes Warrants in the name of David Noyes Company or in the name

of any other entities or individuals designated by Placement Agent

Representations Warranties and Covenants of the Company The Company

represents and warrants to and agrees with Placement Agent that

The Company has not distributed and will not distribute prior to the Offering

Termination any offering material in connection with the offering and sale of the

Securities other than the Offering Circular or other materials approved by the Placement

Agent in advance Other than information provided by or on behalf of Placement Agent

specifically for inclusion in the Offering Circular the Offering Circular will not contain

any untrue statement of material fact or omit to state any material fact required to be

stated therein or necessary to make the statements therein in light of the circumstances

under which they were made not misleading The Offering Circular does not and will

not include any statement concerning Placement Agent that does not fully conform to

written information furnished to the Company by Placement Agent or its legal counsel

expressly for use in the Offering Circular

The Company is limited liability company organized validly existing and

in good standing under the laws of the State of Indiana The Company is qualified to do

business and where applicable in good standing in every jurisdiction in which because

of the Companys ownership leasing licensing or use of property and assets or the

conduct of its business qualification in such jurisdiction is legally required The

Company holds all governmental authorizations approvals and permits necessary to

conduct its business and to perform its obligations under this Agreement The Company

has no subsidiaries nor owns any interest in any corporation partnership limited liability

company joint venture or other enterprise other than Reagan Park AL LLC

The Company has all requisite power and authority to execute deliver and

perform this Agreement including without limitation the power and authority to offer

sell and issue the Securities This Agreement and the Trust Indenture each has been or
when executed will be duly authorized executed and delivered by the Company and

each is or when executed will be the legal valid and binding obligation of the

Company enforceable against the Company in accordance with its terms subject to

applicable bankruptcy insolvency reorganization moratorium or similar laws relating to

or affecting creditors rights generally and general principles of equity regardless of

whether such enforceability is considered in proceeding in equity or at law

The offer and sale of the Securities in the Offering will be made in reliance on

and in accordance with and will qualify for the exemption from the registration

requirements of the Securities Act provided by Regulation In addition the offer and

sale of the Securities in the Offering will be qualified or exempt from registration under

the securities law of each state in which the Securities will be offered or sold Neither the

Company any of its affiliates nor anyone acting on their behalf has taken or omitted to

take any act or will take or will omit to take any act in respect of the Offering that



conflicts with Regulation the Securities Act or any applicable state securities laws

Neither the Company nor any of its predecessors directors managers officers or

beneficial owners of equity securities nor any promoter of the Company presently

connected with the Company in any capacity is subject to any judgment decree ruling

order or other disqualification that would make the exemption provided by Regulation

unavailable in connection with the Offering In connection with all prior offerings of its

securities the Company has complied and with respect to the Offering will comply

with all federal and applicable state securities laws No person has any right to cause the

Company to effect any registration under the Securities Act of any securities of the

Company pursuant to registration rights or any similar rights

Qualification of an indenture including the Trust indenture with respect to the

Debentures under the Trust Indenture Act is not required in connection with the offer

issuance sale or delivery of the Securities

No authorization approval or permit of or from or declaration or filing with

any governmental authority any court or other tribunal the Financial industry

Regulatory Authority Inc FINRA or other self-regulatory body or any securities

exchange is required by the Company for the execution delivery or performance of this

Agreement by the Company or the sale of any Securities in the Offering by the Company

except any required filings under Regulation and applicable state securities laws

which have been or will be made by the time required by such laws

No consent of any party to any contract agreement instrument lease license

or arrangement to which the Company is party or to which any of its properties or

assets are subject is required for the execution delivery or performance of this

Agreement or the Trust Indenture The Companys execution delivery or performance

of this Agreement and the Trust Indenture will not violate result in breach of or

conflict with or with or without the giving of notice or the passage of time or both

entitle any party to terminate or call default under any agreement to which the

Company is party or to which the Company or any of its assets are subject iiwill not

violate result in breach of or conflict with any term of the articles of organization or

operating agreement of the Company iii will not result in the creation or imposition of

any lien charge or encumbrance upon any property or assets of the Company and iv
will not violate result in breach of or conflict with any law rule regulation order

judgment or decree binding on the Company or any of its assets

There is no litigation or governmental proceeding pending or threatened

against or involving the Company or any of its properties except as may be set forth in

the Offering Circular

The Company is not in breach of or in default under any term or provision of

any indenture mortgage deed of trust lease note loan or credit agreement or any other

agreement or instrument evidencing an obligation for borrowed money or any other

material agreement or instrument to which it is party or by which it or any of its

properties or assets may be bound The Company is not in violation of any provision of

its articles of organization or operating agreement any franchise license permit

judgment decree or order or any statute rule or regulation except for any violation



which would not reasonably be expected to have material adverse effect on the

Company or any of its properties or assets

The Securities are validly authorized and when issued and delivered in

accordance with the Offering Circular will be validly issued fully paid and non-

assessable and will not be issued in violation of any preemptive rights No individual or

entity has any right of first refusal to acquire any of the Securities in the Offering The

Securities and Trust indenture conform in all material respects to all statements relating

thereto contained in the Offering Circular

The Company makes and keeps and/or will make and keep books and

records and maintains internal accounting controls that provide reasonable assurance that

transactions are executed in accordance with managements authorization ii
transactions are recorded as necessary to permit preparation of its financial statements

and to maintain accountability for its assets iii access to its assets is permitted only in

accordance with managements authorization and iv the reported assets are compared

with existing assets at reasonable intervals

Neither the Company nor any of its owners directors managers officers

employees representatives or agents has engaged any placement agent underwriter

broker finder or other similarperson with respect to the Offering other than pursuant to

this Agreement

mThe Company represents that it is sophisticated business enterprise that has

engaged Placement Agent for the limited purposes set forth in this Agreement and

acknowledges that the Companys and Placement Agents respective rights and

obligations are contractual in nature

Representations Warranties and Covenants of Placement Agent Placement

Agent represents and warrants to and agrees with the Company that

Placement Agent is duly organized and in good standing in its jurisdiction of

origin Placement Agent holds all governmental authorizations approvals and permits

necessary to conduct its business and to perform its obligations under this Agreement

Placement Agent has the requisite power and authority to execute deliver and

perform its obligations under this Agreement This Agreement has been duly authorized

executed and delivered by Placement Agent This Agreement is the legal valid and

binding obligation of Placement Agent enforceable against Placement Agent in

accordance with its terms subject to applicable bankruptcy insolvency reorganization

moratorium or similar laws relating to or affecting creditors rights generally and

general principles of equity regardless of whether such enforceability is considered in

proceeding in equity or at law

Placement Agent is broker-dealer registered with the Securities and

Exchange Commission SEC under the Securities Exchange Act of 1934 as amended

the Exchange Act is member in good standing of FINRA and the New York Stock

Exchange is registered as an investment adviser with the SEC under the Investment



Advisers Act of 1940 as amended and is registered and/or qualified to act in each

jurisdiction in which it is required to be registered and/or qualified to conduct its business

and to perform its obligations under this Agreement

All information provided by or on behalf of Placement Agent for inclusion in

the Offering Circular does not and shall not contain any untrue statement of material

fact or omit to state any material fact required to be stated therein or necessary to make

the statements therein in light of the circumstances under which they were made not

misleading

Certain Covenants of the Company The Company covenants to and agrees with

Placement Agent as follows

If any event occurs as the result of which in the opinion of the Company
Placement Agent or their respective legal counsel the Offering Circular as then

amended or supplemented contains any untrue statement of material fact or omits to

state any material fact required to be stated therein or necessary to make the statements

therein not misleading or if in the opinion of such legal counsel it is necessary at any

time to amend or supplement the Offering Circular to comply with the Securities Act or

the regulations issued under the Securities Act or applicable state securities laws the

Company will notify Placement Agent and will promptly prepare an appropriate

amendment or supplement in form and substance reasonably satisfactory to Placement

Agent and its legal counsel which will correct such statement or omission or which will

effect such compliance

The Company will deliver without charge to Placement Agent such number of

copies of the Offering Circular and all exhibits amendments and supplements thereto if

any that Placement Agent reasonably requests from time to time for the purposes

contemplated by this Agreement

The Company shall comply with all requirements imposed upon it with

respect to the Offering by the Securities Act and the regulations issued under the

Securities Act including without limitation Regulation thereunder In this regard the

Company shall file with the SEC an offering statement on Form Offering

Statement containing the Offering Circular relating to the Offering as well as such

other exhibits financial statements agreements and other documents required to be filed

with or as part of the Offering Statement and shall file such amendments thereof and

amended Offering Circulars as may be required by the SEC Regulation the Securities

Act or applicable state securities laws

The Company shall comply with all requirements of the securities laws of the

states in which the Securities will be offered or sold including without limitation

registering the Securities by qualification in all states where such qualification is

required making timely notice filings and paying required fees if any

The Company will not list any of its securities on any U.S or foreign

securities market or markets



At each closing of the sale of Securities by the Company if requested by

Placement Agent the Company shall cause its outside legal counsel to issue to Placement

Agent the opinion described in Section 7a below

At each closing of the sale of Securities by the Company if requested by

Placement Agent the Company shall provide to Placement Agent the certificate

described in Section 7b below

On the date of the Offering Circular andlor at each closing of the sale of

Securities by the Company if requested by Placement Agent the Company shall cause

its accountants to issue to Placement Agent the comfort letter described in Section 7e
below

The Company will promptly notify Placement Agent of any receipt of any

notification with respect to the modification rescission withdrawal or suspension of the

Offering Statement or the qualification or registration of the Securities offered for sale in

the Offering or the exemption from such qualification and registration requirements in

any jurisdiction

Until the Offering Termination the Company will not except with the express

written consent of Placement Agent issue or make any press release or other public

announcement with respect to the Company or the Offering ii issue any securities of

the Company or any right to acquire any securities of the Company except for the

issuance of the Class preferred units as described in the offering circular iii engage

any other agent to solicit investors in the Offering or solicit offers to purchase Securities

other than through Placement Agent or iv take or commit to take any action outside the

ordinary course of its business

The Company will apply the net proceeds of the Offering in the manner set

forth in the Offering Circular

No later than the date of the Offering Termination the Company shall allow

the Placement Agent to appoint one member to the Companys board of managers who

shall be mutually agreed to by Placement Agent and the Company

mFor period of five years from the date of this Agreement the Company

hereby grants to Placement Agent the right of first refusal to act as the exclusive financial

advisor and placement agent of the Company and to otherwise provide any and all

investment banking services to the Company

The Company agrees that all representations and warranties made by it in any

purchase agreement indenture or other agreement or instrument entered into by the

Company in connection with the Offering shall be deemed to be made by the Company to

Placement Agent and shall be incorporated by reference into this Agreement and that any

opinions of counsel of the Company and/or comfort or similar letters of the Companys
accountants if any required to be delivered in connection with the Offering also shall be

addressed to Placement Agent



In connection with the Offering the Company will furnish Placement Agent

with all relevant material regarding the business and financial condition of the Company

as Placement Agent reasonably requests all of which will be accurate and complete at the

time furnished The Company also will use all reasonable efforts to make available its

personnel consultants experts attorneys and accountants to Placement Agent upon

Placement Agents reasonable request in connection with services provided or to be

provided by Placement Agent under this Agreement Placement Agent is relying without

independent verification on the accuracy and completeness of all information furnished

to it by or on behalf of the Company in connection with the Offering

Payment of Expenses Regardless of whether the Offering is completed the

Company will pay all of the costs and expenses relating to the Offering including without

limitation fees and expenses of accountants and legal counsel to the Company printing costs

state securities filing fees if any and other regulatory fees and expenses In addition each of the

Company and the Leo Brown Group LLC LBG agrees jointly and severally to pay the

attorneys fees and other expenses incurred by Placement Agent in connection with the Offering

in an amount not to exceed $35000 in the aggregate in addition to the costs fees and expenses of

the Placement Agent incurred in connection with the registration or qualification of or the

securing of an exemptions from registration for the Securities under the blue sky laws of the

states in which the Placement Agent elects to offer and sell the Securities Notwithstanding the

foregoing LBG shall only be liable for the Placement Agents attorneys fees if the Minimum

Amount is raised in the Offering In addition the Company shall pay all the fees and expenses of

the Escrow Agent and any indenture trustee in connection with the Offering

Closing Conditions The obligations of Placement Agent under this Agreement will

be subject to the continuing performance by the Company of its obligations under this

Agreement In addition the Company will comply with and the obligations of Placement Agent

under this Agreement will be subject to the following terms and conditions

At each closing Placement Agent must have received certificate of the

Chief Executive Officer or if none the highest ranking officer of the Company and of

the Chief Financial Officer or if none the person performing similar functions of the

Company dated the date of closing to the effect that as of that closing date the

representations and warranties of the Company contained herein were and are accurate

and that as of the closing date the obligations to be performed by the Company hereunder

on or before such date have been fully performed

All proceedings taken in connection with the issuance sale transfer and

delivery of the Securities must be satisfactory in form and substance to Placement Agent

in its reasonable judgment

Before each closing there must not have been any material adverse change

in the condition or prospects financial or otherwise of the Company and except as set

forth in the Offering Circular there must not have been any material transaction entered

into by the Company

If requested by Placement Agent on the date of the Offering Circular and/or

on each closing date Placement Agent must have received comfort letter from the



Companys accountants in form reasonably acceptable to Placement Agent dated as of

the date of the Offering Circular and as of the applicable closing date respectively

At each closing Placement Agent must have received any other documents

certificates instruments and opinions as Placement Agent may reasonably request for the

purpose of enabling it to review or pass upon the matters referred to in this Agreement

the Trust Indenture and the Offering Circular or in order to evidence the accuracy

completeness or satisfaction of any of the representations warranties or conditions

contained herein

At each closing if requested by Placement Agent Placement Agent must

have received the favorable opinion of outside counsel for the Company dated the date

of delivery addressed to Placement Agent covering matters customarily addressed in

legal opinions provided to placement agents in securities offerings similar to the

Offering including confirmation from the Companys outside counsel that although

such counsel did not independently verify the accuracy or completeness of the statements

made in the Offering Circular nothing has come to the attention of such counsel that

would lead them to believe that the Offering Circular as amended or supplemented if

amended or supplemented contains any untrue statement of material fact or omits

material fact required to be stated therein necessary to make the statements therein not

misleading

No stop order or similar order suspending the offer or sale of the Securities

shall have been issued by any federal or state governmental body or agency and no

proceedings for that purpose shall have been initiated or threatened

Any certificate or other document signed by any officer of the Company and delivered to

Placement Agent or its counsel will be deemed representation and warranty by the Company to

Placement Agent as to the statements made in such certificate or other document

In addition to all other remedies available to Placement Agent if any condition to its

obligations under this Agreement is not satisfied on or before the date of closing Placement

Agent may terminate this Agreement or if Placement Agent elects in its discretion in writing

either waive satisfaction of such condition or extend the time for its fulfillment

Indemnification and Contribution

In the event that Placement Agent or its affiliates directors agents

employees and controlling persons together the Indemnified Persons becomes

involved in any capacity other than as plaintiff in any action proceeding or

investigation brought by or against any person including members of the Company in

connection with any matter related to the services described in this Agreement by virtue

of either breach of any representation warranty covenant or agreement of the

Company contained herein or in any purchase agreement indenture or other agreement or

instrument entered into by the Company in connection with the Offering or ii

misstatement of material fact in any written or oral communication to prospective

investors prepared by or on behalf of the Company the Offering Materials or the

omission of the Offering Materials to state material fact required to be stated therein or

10



necessary in order to make the statements contained therein not misleading the Company

shall indemnify and hold the Indemnified Persons harmless against any losses claims

damages or liabilities together Losses to any such person to the extent of any such

Losses resulting therefrom and periodically will reimburse the indemnified Persons for

its reasonable legal and other expenses including the cost of any investigation and

preparation reasonably incurred in connection therewith Notwithstanding the

foregoing it shall be excluded from such right to indemnity and expense reimbursement

any such Losses to the extent that it is determined by court of competent jurisdiction

that such Losses resulted primarily from any misstatement of material fact in the

Offering Materials relating to Placement Agent and furnished in writing to the Company

by Placement Agent specifically for inclusion therein ii the omission from such

information so furnished of material fact required to be stated therein in order to make

the statements contained therein not misleading or iii such Indemnified Perons gross

negligence or bad faith

If for any reason the foregoing indemnification set forth in Section 8a above

is unavailable to any Indemnified Person or insufficient to hold an Indemnified Person

harmless then the Company shall contribute to the amount paid or payable by such

indemnified Person as result of such loss claim damage or liability in such proportion

as is appropriate to reflect the relative economic interests of the Company and its

members on the one hand and the Indemnified Persons on the other hand in the matters

contemplated by this Agreement as well as the relative fault of the Company and

Indemnified Persons with respect to such loss claim damage or liability and any other

relevant equitable considerations provided however that in no event shall any

Indemnified Person be required to contribute any amounts in excess of the amount of the

fees received by it under Section of this Agreement The Company further agrees that

the Indemnified Persons shall not have any liability to the Company except to the extent

that Losses incurred by the Company result from Placement Agents gross negligence or

bad faith including material inaccurate statements made by Placement Agent to investors

in connection with the Offering The Company and Placement Agent agree that without

the prior written consent of the other party which consent shall not be unreasonably be

withheld or delayed neither the Company nor any Indemnified Person shall settle or

compromise any claim or permit default or consent to the entry of any judgment in

respect thereof unless such settlement compromise or consent includes as an

unconditional term thereof an unconditional release from any and all liability in respect

of such claim

Promptly after either the Company or any Indemnified Person receives notice

of the commencement of any action or other proceeding in respect of which

indemnification or reimbursement may be sought under the provisions of this Section

the Company or Indemnified Person as the case may be shall notify Placement Agent or

the Company as the case may be thereof in writing If any such action or other

proceeding shall be brought against an Indemnified Person the Company shall upon

written notice given reasonably promptly following the Indemnified Persons notice to

the Company of such action or proceeding be entitled to assume the defense thereof at

the Companys expense with counsel chosen by the Company and reasonably satisfactory

to Placement Agent provided however that any Indemnified Person at the Companys

expense shall be entitled to choose separate counsel reasonably satisfactory to the

11



Company to participate in such defense

The reimbursement indemnity and contribution obligations of the Companyunder this Section shall be in addition to any liability which the Company mayotherwise have provided however that in no event shall any party hereto be liable to
any other party except to the extent that the Company may be obligated under the
provisions of this Section to indemnify the Indemnified Persons for such types of
damages awarded to third parties against such Indemnified Persons for anyconsequential exemplary or punitive damages hereunder The provisions of this Section

shall inure to the benefit of and be binding upon the successors assigns heirs and
personal representatives of the Company and the Indemnified Persons The provisions of
this Section shall survive any termination or completion of the engagement provided bythis Agreement The Company irrevocably consents to personal jurisdiction service of
process and venue in any court in which any action or proceeding subject to this
Agreement is brought against Placement Agent or any other Indemnified Person

Representations and Agreements to Survive Delivery and Termination All
representations warranties covenants and agreements contained in this Agreement or in
certificates of officers of the Company are made on the date of this Agreement and aredeemed to be made again on the date of the Offering Circular each amendment or supplement tothe Offering Circular and on each closing date of sale of Securities in connection with theOffering shall remain operative and in full force and effect regardless of any investigationmade by or on behalf of Placement Agent or any Indemnified Person and shall survivetermination of this Agreement or the delivery of any Securities to the purchasers thereof in the
Offering

10 Termination

This Agreement will terminate at the earlier of the time that all of the
Securities in the Offering have been sold or ii the time that this Agreement is
terminated pursuant to Section 10b or 10c below

This Agreement may be terminated with or without cause by Placement Agentor the Company at any time prior to the consummation of the first sale of Securities in the
Offering upon three business days advance written notice by the other party to thateffect

Placement Agent may terminate this Agreement at any time upon written
notice to the Company if material disruption in the major securities markets occursii an outbreak of major hostilities or other national or international

calamity occurs iiibanking moratorium is declared by state or federal authority iv moratorium in
foreign exchange trading by major international banks or persons is declared
material interruption in the mail service or other means of communication within theUnited States occurs vi the Company sustains material or substantial loss by fireflood accident hurricane earthquake theft sabotage or other calamity or malicious actwhether or not such loss is insured against that in the opinion of Placement Agentmakes it inadvisable to proceed with the Offering vii change occurs in the market forthe Companys securities or securities in genera or in political financial or economic

12



conditions that in the opinion of Placement Agent makes it inadvisable to proceed with
the Offering

Upon the termination of this Agreement neither the Company nor Placement
Agent shall have any liability or continuing obligation to the other except that the
provisions of Sections 11-13 and 17-18 of this Agreement shall survive such
termination and ii if the Company completes sale of any Securities within period of12 months after the date of termination of this Agreement to any potential investor
introduced or identified by Placement Agent during the term of this Agreement or if
definitive agreement with respect to such transaction is entered into during such 12
month period and

subsequently consummated Placement Agent shall be entitled to
receive the compensation specified in Section of this Agreement If after the
termination of this Agreement and without having breached any of its obligations to
Placement Agent under this Agreement during the term hereof the Company makes anysale of Securities to any potential investor not introduced or identified by Placement
Agent including but not limited to Company Investor the Company shall have no
obligation to pay Placement Agent the compensation set forth in Section of this
Agreement

11 No Offset No fee paid or payable to Placement Agent or any of its affiliates may beused as an offset or credit against any other fee paid or payable by the Company to Placement
Agent or any of its affiliates for any services not relating to the Offering

12 Notices All notices and other communications under or with respect to this
Agreement must be in writing and will be deemed delivered on the day of delivery if delivered
by hand on the next business day if delivered by nationally recognized overnight courier with
delivery charges prepaid on the third day after mailing if delivered by U.S certified mail return
receipt requested with postage prepaid or the next business day if delivered by facsimile with
confirmation from the transmitting facsimile machine or by email to the following addresses

If to the Company Reagan Park Senior Living LLC
301 Carmel Drive Suite C300

Carmel Indiana 46032

Fax 317 663-0945

Attention Thomas Smith President

With copy to Jarod Brown

P.O Box 4193

Carmel Indiana 46082

Email ljarodbrowngmai.com

If to Placement Agent David Noyes Company
250 96th Street Suite 300

Indianapolis Indiana 46260

Fax 317 353-3329

Attention John Reed Executive Vice President

40
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With copy to Barnes Thornburg LLP
11 Meridian Street

Indianapolis Indiana 46204

Fax 317231-7433

Attention Curt Hidde Esq

party may change its address or other contact information by written notice to the other
parties provided in the manner set forth in this Section

13 Third Parties The Company acknowledges that Placement Agent is retained as an
advisor to the Company and that except as otherwise expressly provided herein the engagementof Placement Agent hereunder is not intended to confer rights upon any persons other than the
Company including without limitation owners employees or creditors of the Company as
against Placement Agent its affiliates or their respective owners directors officers employees
representatives and agents Any advice provided to the Company by Placement Agent pursuant
to this Agreement is solely for the information and assistance of the Companys board of
managers Except as may be shared with the Companys managers officers employees agentsadvisors and representatives such advice shall be treated as confidential information and in anyevent shall not be disclosed publicly in any manner without Placement Agents prior written
approval or unless required by law

14 References to Placement Agent Any reference to Placement Agent in any release
or communication to the public is subject to Placement Agents prior written approval which
approval will not be unreasonably withheld or delayed Each reference to Placement Agent in
the Offering Circular is subject to Placement Agents prior written approval which approval will
not be unreasonably withheld or delayed

15 Advertisements After the Offering Termination Placement Agent will have the
right to place advertisements in financial and other newspapers and journals at its own expense
describing its services to the Company provided that Placement Agent has submitted copy of
any such proposed advertisement to the Company for its prior approval which approval prior to
publication will not be unreasonably withheld or delayed

16 Inquiries In order to coordinate efforts with respect to the Offering during the
period of Placement Agents engagement neither the Company nor any officer manager
employee agent affiliate advisor or representative thereof other than Placement Agent shall
initiate discussions with respect to sale of Securities in connection with the Offering except
through Placement Agent except as otherwise approved by the Placement Agent in advance If
the Company or any of its officers managers employees agents affiliates advisors or
representatives receives an inquiry regarding the Offering the Company shall promptly advise
Placement Agent of such inquiry

17 Arbitration Except to the extent described in the last sentence of this Section any
controversy or claim arising out of or relating to this Agreement or the breach thereof shall be
submitted to arbitration administered by commercial arbitration service mutually agreeable to
the Company and Placement Agent providec1 however that should the Company and Placement
Agent fail to mutually agree upon such service and such rules within two business days of
request for agreement on such matters being sent by one party to the other then such controversy

14



or claim shall be submitted to arbitration administered by FINRA under its then existing
arbitration rules Judgment on the award entered by the arbitrator may be entered in any court
having jurisdiction thereof Any arbitration proceedings submitted under this paragraph shall be
conducted in Chicago Illinois The arbitrator shall have no authority to award punitive damages
or any other damages not measured by the prevailing partys actual damages and may not make
any ruling finding or award that does not conform to the terms and conditions of this

Agreement Notwithstanding the foregoing nothing contained in this Agreement shall be
construed to restrict in any way the right of any party hereto to seek injunctive or similar
equitable relief in any court of competent jurisdiction with respect to any breach of the
provisions of this Agreement or any of the respective parties obligations hereunder

18 Miscellaneous The relationship of Placement Agent to the Company is that of

independent contractor Nothing in this Agreement is intended or will be construed to create
relationship of partners affiliates orjoint venturers between Placement Agent and the CompanyNo rights or interests in or obligations under this Agreement may be assigned by either party
hereto without the express written consent of the other party This Agreement may be executed
in one or more counterparts each of which will be an original and all of which will constitute
one and the same agreement This Agreement may be executed by facsimile digital or other
electronic signature and each such signature will have the same legal effect as manual
signature This Agreement may not be modified and none of its provisions may be waived
except in writing signed by each party or in the case of waiver by the party against whom the
waiver is asserted This Agreement contains the entire agreement between the parties with

respect to its subject matter and supersedes all prior oral and written
understandings and

agreements between the parties with respect to that subject matter hereof including the initial

engagement agreement between the parties dated February 27 2012 This Agreement will be
governed by and construed in accordance with the laws of the State of Indiana without regard to
conflict or choice of law principles If any provision of this Agreement is

finally determined by
court of competent jurisdiction to be unenforceable or invalid under applicable law then such

unenforceable or invalid provision shall be deemed deleted from this Agreement and such
unenforceability or invalidity will not affect any other provision of this Agreement If the
deemed deletion of the unenforceable or invalid provision is reasonably likely to have an adverse
effect on party then the parties will use their good faith efforts to replace such provision with
valid and enforceable provision that comes as close as practicable as to the unenforceable or
invalid provision Each party disclaims any intention to impose fiduciary obligations on the
other by virtue of the engagement contemplated by this Agreement

15



The parties have caused this Placement Agency Agreement to be signed by their duly
authorized representatives as of the date first written above

REAGAN PARK SENIOR LIvING LLC

By Is Thomas Smith

Name Thomas Smith

Title President

LEO BROWN GRoup LLC

By ____ Is Thomas Smith

Title .Manger_- -____

DAvifi N0YEs Co11PANy

By Is John Reed

Name John Reed

Title Executive Vice President

INDSO1 l36O82v7

I-c
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MERCHANTS BANK 11555 Meridian Street

OF INDIANA Carmel Indiana 46032

TEL

317.569.7420

FAX
317.569.6481

November29 2012

Tout Smith

Leo Brown Group

301 East Carmel Drive Suite C300

Carmel Indiana 46032

Dear Mr Smith

We are pleased to inform you that Merchants Bank of Indiana Lender has approved

your request for two separate credit facilities such loans are hereinafter sometimes individually

and collectively referred to as the Loan relating to the financing of the proposed construction

of seventy-eight 78 Unit assisted living facility located in North Avon Indiana the Real

Estate the Real Estate and all improvements now or hereafter located thereon are collectively

referred to as the Project subject to the following terms and conditions

Borrower Reagan Park AL LLC an Indiana limited liability company

Borrower whose sole member shalt be Reagan Park Senior

Livhtg LLC an Indiana limited liability company Reagan Park

Senior Living

FACILITY

Contruction Loan Facility Loan

Purpose of Loan To finance the acquisition and construction of the Project

Loan Amount Light Million Four Hundred Six Thousand and 00/100 Dollars

$840600O.00

Interest Rate Intçrest shall accrue at the LIBOR Rate for each applicable LIBOR
Interest Period At the beginning of each LIBOR Interest Period

the interest rate shall reset to new LIBOR Rate Notwithstanding

the foregoing the rate of interest which shall be in effect from time

to time under the Loan shalt never be less than Four and 00/100

perbent 4.00% per annum

LIBOR Rate shall mean per annum interest rate equal to three

hundred twenty-five 325 basis points above the LIBOR

Cr hi .1



Reagan Park AL LLC

November 29 2012

Page

LII3OR shall mean with respect to each Lfl3OR Interest Period

as of the applicable date and time for determination provided

herein per annum rate of interest equal to the rate which Lender

determines in its sole discretion is generally the market rate

offered by leading banks in the London interbank market as of

1100 a.m London time two Eurodollar Business Days prior

to the first day of the applicable LIBOR Interest Period for United

States dollar deposits in the amount of the Facility Loan having

term coinciding with such LIBOR Interest Period adjusted for any
reserve requirements and any subsequent costs arising from

change in government regulation Lender may make such

determination based on the rate reported by any publicly available

source of market data selected by Lender that in its sole judgment

accurately reflects such rate offered by leading banks in the

London interbank market including without limitation any of the

follàwing sources which Lender may select to use in its sole

discletion Reuters Screen LIBORO1 Page ii the Wall Street

Journal Money Rates table and currently defined as the British

Bankers Association average of interbank offered rates for dollar

deposits in the London market iiiBloomberg Financial Markets

or iv such other comparable fmancial information reporting

service used by the Lender at the time such rate is determined

LIBOR Interest Period shall mean each calendar month during

which any portion of the principal balance of the Facility Loan is

out4anding provided however if the initial advance of the

principal of the
Facility Loan occurs other than on the first day of

calendar month then the initial LIBOR Interest Period shall be

the period which begins with the date of the initial advancement of

the principal of the Facility Loan and ends on the first day of the

cale4ldar month following the month in which the initial

advancement of the principal of the Facility Loan is made Each

succeeding LIBOR Interest Period shaEl begin on the first day of

each calendar month and shall end on the first day of the next

calendar month

Interest shall be calculated on the basis of 360-clay year but shall

be applied to the actual number of days in each interest-payment

period Interest shall be payable monthly

Payments Accrued and unpaid interest shall be payable commencing on the

first day of the first calendar month following the calendar month

in which the first advancement of the Loan is made and continuing

on the first day of each calendar month thereafter until the Loan is
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paid in full The entire unpaid principal balance and all accrued

interest shall be due and payable on the maturity date of the Loan

Maturity Thefirst day of the eighteenth calendar month following the month

in which the Facility Loan is closed

Collateral first real estate mortgage on the Project together with first

security interest in all inventory equipment fixtures contract

rights accounts accounts receivable instruments documents
chattel paper trademarks licenses letter of credit rights supporting

obligations general intangibles and any other real or personal

property owned by Borrower or Reagan Park Senior Living which

at any time are located upon or arise in connection with the Project

and ll proceeds thereof

first assignment of all construction contracts architects

contracts plans and specifications and permits related to the

Project

first assignment and pledge of any and all leases and rents

together with any guaranties of any such leases covering any

portion of or which at any time arise in connection with the

Projçct Such assignment shall include the interests of Borrower

and Reagan Park Senior Living in such collateral

first security interest in all funds of Borrower deposited with

Len4er from time to time pursuant to the tenns of this

Commitment or the documents evidencing the Loan

first assignment and pledge of the Operating Reserve as
hereinafter defmed

Commitment Fee Borrower shall pay to Lender commitment fee equal to One

Hunired Sixty-Eight Thousand One Hundred Twenty and 00/100

Dollars $168120.00 or Two and 00/100 percent 2.00% of the

Facility Loan amount whichever is greater Such fee shall be

paid in consideration of and in order to induce Lender to make this

valuble commitment and to reimburse Lender for its time effort

and expense in the loan approval process Borrower acknowledges
that Such fee shall be earned by Lender upon the acceptance by
Borrower of this commitment and is not refundable in the event the

Facility Loan does not close Such fee shall be due and payable

at closing
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Operating

Reserve Prior to closing the Facility Loan Borrower must establish an

Operating Reserve in an amount not less than Nine Hundred

Thousand and 00/100 Dollars $900000.00 the Operating

Reserve The Operating Reserve will be held by Lender

pursuant to an escrow agreement containing terms and conditions

acceptable to Lender and shall be used to fund operating deficits

duripg the lease up phase of the Project

FACILITY II

Mortgage Loan Facility II Loan

Purpose of Loan To refinance the Facility Loan

Loan Amount Eight Million Four Hundred Six Thousand and 00/100 Dollars

$8406000.00

Interest Raie Interest shaLl accrue at the FHLBI Rate

FHLBI Rate shall mean per annum interest rate equal to three

hurnjred fifty 350 basis points above the rate of interest charged

by the Federal Home Loan Bank of Indianapolis for five year

advance to Lender in effect during the calendar day immediately

preceding the date upon which such FHLBI Rate is to take effect

In the event such rate is unavailable at closing then comparable

rate selected by Lender shall be used

Interest shall be calculated on the basis of 360-day year but shall

be applied to the aetual number of days in each interest-payment

period

Payments Accrued and unpaid interest shall be payable commencing on the

first day of the first calendar month following the calendar month

in which the first advancement of the Loan is made and continuing

on the first day of each calendar month thereafter until the Loan is

paid in full Principal shall be payable in monthly installments

which shall be in an amount equal to that which would be required

to aniortize the principal balance with interest at the rate from time

to tithe in effect over three hundred sixty 360 months

Maturity The first day of the sixtieth 60th calendar month after the Facility

Loziai is converted to and refinanced by the Facility II Loan

Collateral first real estate mortgage on the Project together with first

security interest in all inventory equipment fixtures contract
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rights accounts accounts receivable instruments documents
chattel paper trademarks licenses letter of credit rights supporting

obligations and general intangibles which at any time are owned by
Borrower or Reagan Park Senior Living and located upon or arise

in connection with the Project and all proceeds thereof

first assignment and pledge of any and all leases and rents

together with any guaranties of any such leases covering any

portion of or which at any time arise in connection with the

Project Such assignment shall include the interests of Borrower

and Reagan Park Senior Living in such collateral

first security interest in all funds of Borrower deposited with

Lender from time to time pursuant to the terms of this

Commitment or the documents evidencing the Loan

first assignment and pledge of the Operating Reserve and the

Replacement Reserve

Relacernent Reserve

Escrow Commencing with the first payment of
principal and interest under

the 1acility II Loan Borrower shall make monthly deposits to

Replcement Reserve Escrow of not less than $500.00 per unit per

year to fund capital improvements to the Project The

Replacement Reserve Escrow will be held by Lender pursuant to

an escrow agreement containing terms and conditions acceptable to

Lender and shall be used to fund repair and replacement

expenditures relating to the Project

Escrow Deposits

for Taxes

Insurance Etc At Conversion Upon the conversion of the Facility Loan to the

Facilty II Loan Borrower shall make an initial deposit with

Lender for each Accrual Item defined below which together with

the thonthly deposits described below will provide Lender with

sufficient funds to provide cushion in an amount determined by
Lendbr to pay each Accrual Item in full separately one month

priorto the due date of each Accrual Item Such escrow funds will

be held and disbursed by Lender pursuant to the terms of the loan

documents evidencing the Loan

Monthly Borrower will pay to Lender on each monthly date upon
which principal and interest payments are due under the Facility II

Loan an amount equal to one-twelfth 1/12th of the annualized

amounts Lender estimates shall be due for real estate taxes special

assessments and property liability and flood insurance premiums
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the Accrual Items Borrower shall grant to Lender security

interest in all such escrow funds from time to time on deposit with

Lender

This commitment incorporates and is subject to the fulfillment of and compliance with

the STANDARD TERMS AND CONDITIONS FOR LOANS copy of which is attached

hereto as Exhibit and by reference made part hereof If any term or provision of this

commitment letter is inconsistent with or conflicts with any term or provision of such Standard

Terms and Conditions for Loans and such inconsistency or conflict cannot be resolved on
basis construing such terms or provisions as complementary then such term or provision of this

letter shall control The following additional terms and conditions and the conditions precedent
shall be applicable

Loan Guaranty All indebtedness and obligations of Borrower to Lender

arising under or in connction with the Loan shall be One Hundred Percent 100%
unconditionally individually jointly and severally guaranteed by Tom Smith Steve

Wagner Justin Brown Jasn Reese Greg Fuller Michael Wagner and Philip Knickrehm

herein referred to individually as Guarantor and collectively as the Guarantors
under separate guaranties dontaining such terms and conditions as Lender shall require

Environmental Assessment Prior to closing Borrower shall furnish to

Lender Phase enviromental inspection report for the Real Estate in form and
substance acceptable to Lender and that at minimum meets the Standard Practice for

Environmental Site Assesments Phase Environmental Site Assessment Process
ASTM El 527-00 of the American Society for Testing and Materials The inspection

report shall be prepared for and certified to Lender by an environmental consultant

acceptable to Lender stating that there are not present on under or about the Real Estate

or improvements any asbestos PCBs or any other hazardous or contaminated or toxic

materials waste or substatces that the condition of the Real Estate currently complies

with all environmental protection laws and setting forth an assessment and description of

any potential or suspected rwetlands located on the Real Estate In addition Borrower

and each Guarantor shall execute in favor of Lender an environmental indemnification

agreement or agreements in form and substance acceptable to Lender Borrower shall

also furnish to Lender all other existing environmental reports relating to the Project or

any other properties or facilities of Borrower

Financial Reporting So long as the Loan shall remain unpaid Borrower

shall

Furnish to Lender within ninety 90 days following the end of

each fiscal year of Borrower financial statements for Borrower Reagan Park

Senior Living and the Project as of and for the end of such fiscal year Such
financial statements shall be prepared in accordance with generally accepted

accounting principies appLied on consistent basis throughout the periods

involved and audited if required by Lender by an independent certified public

accountant acceptable to Lender which shall provide an unqualified opinion
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regarding such financial statements and shall include all details of the operations

including profit and loss statement balance sheet reconciliation of surplus and

rent roll for the Project

Commencing upon the completion of the construction of the

Project and continuing thereafter furnish to Lender within thirty 30 days

following the end qf each calendar quarter internally prepared financial statements

for Borrower Reagan Park Senior Living and the Project as of and for the end of

such calendar quarter Such financial statements shall include all details of the

operations including profit and loss statement balance sheet reconciliation of

surplus and rent roil for the Project

Furnish to Lender within thirty 30 days from filing and in no

event later than May of each calendar year copy of the federal income tax

return for Borrower and Reagan Park Senior Living for the calendar year then

ended

Furnish to Lender within ninety 90 days following the end of

each calendar year an updated personal financial statement for each Guarantor

and within thirty 30 days from filing and in no event later than May of each

calendar year copy of the federal income tax return for each Guarantor for the

calendar year then ended Such financial statements shall be in form and

substance acceptable to Lender

Furnish to Lender within ninety 90 days following the end of

each calendar year global cash flow analysis for each Guarantor for the calcndar

year then ended Such global cash flow analysis shall be in form and substance

acceptable to Lendr

Such additional financial information and documentation as

Lender may from tjne to time reasonably require

Limitation Additional Indebtedness Prior to the payment in fill of the

Loan Borrower will not vithout the prior written consent of Lender incur or permit to

exist any additional indebteklness for borrowed money

Operating Lease The closing of the Loan is subject to Borrower

Furnishing to Lender copyk of an executed lease for the Project entered into with Reagan

Park Senior Living which lease shall contain terms and conditions acceptable to Lender

thc Reagan Park Lease

Subordination of Reagan Park Lease The closing of the Loan is subject to

the execution and delivery to Lender from Reagan Park Senior Living of written

subordination agreement containing such terms and conditions as Lender may require

pursuant to which Reagan Park Senior Living shall agree that the Reagan Park Lease will

bc junior and subordinated lo the payment of and the documentation securing the Loan
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Cost Breakdown Closing of the Facility Loan is subject to prior receipt

and approval by Lender of detailed executed cost breakdown of improvements on AlA
Form G702 and an applicble construction schedule for the construction of the Project
The AlA Form G702 is to be supported by executed copies of contracts from the general

contractor and each subcoinractor The costs of improvements are to be reviewed by an

architect or engineer employed by Lender at the expense of Borrower who will then

certify to Lender that the improvements can be completed at such cost estimate provided

by Borrower Further thearchitect shall review and certify each request by Borrower for

disbursement of proceeds from the Facility Loan Each request for disbursement shall

be accompanied by Borrowers Receipt and Certification executed by an authorized

representative of Borrow an AlA Form 0702 executed by Borrower the general
contractor and the architect of record lall change orders must be included on AlA Form
0702 with aggregate change orders exceeding five percent 5%of the contract amount
to be approved by Lendet copies of all invoices for hard and soft costs lien

waivers from subcontractors and suppliers and an update endorsement of title

insurance which provides affirmative title insurance coverage for any unfiled mechanicts

or materialments liens all on forms and in substance acceptable to Lender Prior to final

disbursement Certificate of Substantial Completion executed by Borrower the general

contractor and the architect of record will also be required in addition to the above

requirements

Completion of Construction Borrower shall cause the construction of all

improvements on the Project to be completed in manner acceptable to Lender within

twelve 12 months from the date of closing of the Loan

Zoning Closing of the Loan shall be subject to receipt review and

approval by Lender and itS counsel of evidence of proper zoning and all other applicable

governmental approvals for the construction of the Project

10 Licenses and Permits Closing of the Loan shall be subject to receipt
review and approval by Lender and its counsel of evidence of all licenses permits and

approvals for the operation of the Project

II Approval of Title Matters Closing of the Loan shall be subject to receipt
review and approval by Leder and its counsel of all title matters affecting the Project

12 Appraisal Lender shall receive review and approve prior to closing an

appraisal for the Project prepared by an appraiser licensed by the State of Indiana

indicating an as-completed market value of not less than Eleven Million Six Hundred
Thousand and 00/100 Dollars $11600000.00

13 Flood Insurance PriÆr to closing Borrower will provide satisfactory

evidence that the Project is not located in an area designated as requiring flood insurance

as established by the Flood Disaster Act of 1973 as amended or flood insurance in such

amount and with such coverages as may be required by Lender with mortgage clause in

favor of Lender will need to be provided within ten tO days prior to the closing
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14 Maintain Account Borrower shall maintain checking account with

Lender during the term of the Facility Loan for disbursement of construction

advancements under the Facility Loan and for the payment of all construction costs in

connection with the construction of the Project

15 Review and Approval by Counsel All documents matters of title and

other matters connected with the Loan shall be subject to the approva as to form and

substance by counsel for 1ender prior to closing

16 Reuuired Contributions No advancements of the Facility Loan shall be

made until Borrower has infused equity funds toward the acquisition development and
construction of the Project in the combined amount of not less than Two Million Eight
Hundred and Three ThouSand Two Hundred Twenty and 00/100 Dollars $2803220
Such equity funds shall remain in the Project until the Loan is paid in full If required by
Lcnder at any time Borrower shall deposit or cause to be deposited with Lender in one
or more restricted accounts the unspent balance of the equity funds which Borrower is to

contribute toward the costof the Project as required by this paragraph During the term

of the Facility Loan if Lender should determine in its sole discretion that the total cost

of the acquisition develojment and construction of the Project and interest expenses

through the date Lender estimates the Project will reach breakeven operations remaining

unpaid exceeds the undisbürsed portion of the Facility Loan no further advances of the

Facility Loan shall be made until Borrower shall have advanced additional funds in the

amount of such excess cots and such additional equity funds shall remain in the Project

until the Loan is paid in full All amounts deposited with Lender pursuant to this

paragraph shall be advancd by Lender for the payment of cost incurred in connection

with the acquisition development and construction of the Project in accordance with the

procedures used by Lender for the disbursement of the Facility Loan No advancements
of the Facility Loan shall be made until such time as all amounts deposited with Lender

pursuant to this paragraph Shall have been disbursed for the payment of costs incurred in

connection with the acquisition development and construction of the Project

17 Prepayments Provided Borrower has paid in full all accrued interest fees

and other amounts then dup and payable to Lender Borrower shall have the privilege of

prepaying the Loan in full or in part without premium or penalty after at least ten 10
days prior written notice toLender

18 Certification from Architect or Engineer Prior to closing Borrower will

causc the architect or engineer which prepared the plans and specifications for the Project

to execute and deliver tc Lender certification of zoning compliance issuance of

building permits the availability of utilities and such other certifications as Lender may
require

19 Confirmation of Utilities Prior to closing Borrower shall furnish to

Lendcr evidence satisfactory to Lender that the Project shalt be adequately serviced by
public utilities through publicly dedicated easements without the necessity of private

easement agreements
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20 Conversion of Loan The conversion of the Facility Loan to the Facility

II Loan shall be conditioned upon the satisfaction of the following

TheTe exists as of the date the conversion is to become effective

no default or event which with the giving of notice or lapse of tune would become
default under th Loan

The construction of the Project has been completed in strict

accordance with the plans and specifications approved by Lender and the architect

has delivered to Lender certificate of substantial completion certifying that all

improvements have been constructed in accordance with the plans and

specifications

All amounts owing in connection with any labor materials and/or

services ordered or furnished in connection with the Project or the construction of

the improvements located thereon have been paid in full no title retention claims

exist against any materials equipment or fixtures in or upon the Project and

Borrower has dellivereci to Lender final lien waivers from all contractors

subcontractors mÆterialmen workmen suppliers architects and other parties

providing services material or supplies in connection with the construction of the

improvements

Lender has been furnished with an updated survey of the
Project in

form acceptabló to Lender which shall show the location of completed

improvements as constructed

Lender has been furnished with such other documentation or

information as Lender may reasonably require in connection with the completion

and operation of the Project including without limitation copy of the certificate

of occupancy or its equivalent issued for the Project by the local governmental

authorities and updated evidence of insurance for the Project

Borrower has provided to Lender written certification in form

and substance acceptable to Lender that Borrower is requesting the conversion of

the Facility Loan to the Facility II Loan and that the conditions for the

conversion of the Loan set forth in subparagraphs and above

have been satisfied by Borrower

Borrower has paid to Lender all costs and expenses incurred by

Lender in connection with the conversion of the Loan including but not limited to

any applicable recording fees title insurance premiums and fees and attorneys
fees and expenses and

Borrtwer and Guarantors have executed alt documentation which
Lender may require in connection with the conversion of the Loan and to

evidence the reaffirmation of the obligations of Borrower and Guarantors
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Borrower shall furnish to Lender at Borrowers sole expense evidence of compliance with

the foregoing conditions in form and substance satisfactory to Lender

21 Fixed Price Contracts All construction contracts for the Project shall

contain fixed-prices

22 urchase.Cpntract Prior to closing Borrower shall furnish to Lender.a

copy of the executed purhase contract pursuant to which Borrower is acquiring the

Project.

23 Par1icipatin Lenders Lender may transfer participation interests in the

Loan to other financial institutions without notice or consent by Borrower Borrower

agrees that Lender may deliver any and all information including fmancial information

in Lenders possession concerning Borrower 3uarantors or the Project to any

prospective participant

24 Consent to Assignment of Contracts Borrower shall cause the project

architect the project engin er and the general contractor to execute and deliver to Lender

such agreements consents acknowledgements and certifications as Lender may
reasonably require in connection with the assignment of the construction Contracts

architects contracts plans and specifications and permits related to the Project

25 Limits on Distributions During the term of the Facility Loan Borrower

shall not make any distribistions to any member of Borrower

26 Inspection pf Project Prior to the closing Lender shall have the right to

retain an architect or enginer of Lenders choice hereinafter the Inspecting Architectt

to review at Borrowers sole expense the plans and specifications for the Project the

so Is report for the Project if any and the improvements located upon the Project The

Inspecting Architect shall inspect the Project and shall issue written report stating

whether the improvements on the Project were to the best of his knowledge completed

in accordance with the plans and specifications submitted to Lender and in accordance

with the recommendations of the soils report The Inspecting Architect shall also

comment on the structural and operational integrity of the improvements including but

not limited to specifically referencing the construction detail the HVAC system and the

roofing system Any deficiencies disclosed by any of the Inspecting Architects reports

must be corrected to Lenders satisfaction at the expense of Borrower prior to the

closing or Lender may at Lenders option terminate this Commitment and Lender shall

have no further liability hereunder

27 Interest Reserve portion of the Loan shall be allocated for an interest

reserve to be used solely for the payment of the monthly installments of accrued interest

payable under the terms ofthe Loan The amount of the interest reserve shall be equal to

Three Hundred Thousand nd 00/100 Dollars $300000.00 or such higher amount as

Lender may from time to time estimate in its sole and absolute discretion is the amount

necessary to pay all interest which will accrue during the term of the Loan Lender shall
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have the sole and absolute right to increase or reduce the interest reserve at any time and

fiom time to time

28 Operating Reserve The escrow agreement evidencing the Operating

Reserve shall provide that Borrower shall have the option of using the remaining funds

held in the Operating Resthve to pay down the Loan once the operation of the Project has

achieved minimum Debt Service Coverage Ratio of 1.00 to for six consecutive

calendar months Such
application

shall be made upon the request of Borrower For

pwposcs of this paragraph Debt Service Coverage Ratio shall mean for specified

period the ratio of Net Income as defined below plus interest expense depreciation

and amortization minus Capital Expenditures as defined below to Debt Service as
defined below all as determined by Lender in its sole reasonable discretion Net
income shall mean for any period gross revenues excluding extraordinary income
less all operating expenses including without implied limitation any monthly

matiagement fees determined in accordance with generally accepted accounting

principles in determining Net Income real estate taxes and insurance premiums shall be

annualized and treated as expenses incurred in equal monthly amounts based upon the

amount of the most recen bills for real estate taxes and nsurance premiums regardless

of whether the same shall have been paid or have become due and payable during such

period Capital Expenditures shall mean for specified period all amounts spent to

acquire enhance or repair real personal or intangible property excluding items deducted

as operating expenses that could be capitalized by Borrower in calculating Net income

plus the capitalized amount of all leases and intangible property that could be capitalized

by Borrower in calculating Net Income Debt Service shall mean for specified

period the sum of all principal and interest payments due and payable by Borrower

under the Loan calculated by amortizing the principal outstanding under the Loan as of

the date of calculation at an assumed fixed per annum rate of interest equal to the rate

which Lender determines in its reasonable discretion is the permanent market rate offered

by institutional lenders for properties similar to the Project for loan amount equal to the

outstanding balance of the Loan over period of thirty 30 years and iiall interest and

principal payments due and payable by Borrower under any and all other indebtedness of

Borrower

29 Refinancing of the Loan Borrower acknowledges that it intends to

refinance the Loan with ioan to Borrower to be made or arranged by PIR Mortgage
Investment Coip P/R an affiliate of Lender the Permanent Loan P/R and

Borrower intend close the Permanent Loan through the FUA Section 232 LEAN

Program During the term of the Loan Borrower shall take any act that is commercially

reasonable and necessary tp make an application to and close the Permanent Loan with
P/R as determined by Lender in its reasonable discretion or in the event the Secretary of

I-lousing and Urban Development refuses to issue commitment for the Permanent Loan
then with Fannie Mae Freddie Mac or any other loan program Lender may request

Failure to comply with this Section shall constitute an Event of Default under the

documents evidencing the Loan
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30 Participating Lender The closing of the Loan is subject to Lender having

entered into
participation agreement containing terms and conditions acceptable to

Lender with lending institution pursuant to which such lending institution shall agree to

acquire participation interest in the Loan of not less than Six Million Four Hundred Six

Thousand and 00/100 Dollars $6406000.00 Borrower agrees to pay all expenses

incurred by Lender in cotmection with the arranging such participation interest in the

Loan including but not limited to Lendefs reasonable legal fees Lender may transfer

participation interests in the Loan to other financial institutions without notice or consent

by Borrower Borrower agrees that Lender may deliver any and all information

including financial information in Lender possession concerning Borrower Guarantor

or the Project to any prospective participant

31 Servicing of Loan Lender reserves the right to have the Loan serviced by
P/R Mortgage Investment Corp or such other servicer as it may choose

This commitment is issued subject to acceptance by Borrower prior to December 14
2012 of the terms and conditions outlined herein Please indicate acceptance by Borrower and

any guarantors whose acceptance required below by executing this letter where provided for

below and returning 110 the undersigned on or before such date If this commitment is not

accepted within such period then it shall automatically terminate and expire

The closing of the Loan shall take place on or before January 31 2012 subject to

satisfaction of all conditions precedent In the event that the closing shall not take place within

such period as result of the failure by Borrower to satis or cause to be satisfied any one or

more of the terms and conditions hereof then the commitments reflected in this letter shall

expire and Lender shall have no fiwther obligation to make the Loan

The commitment of Lendr contained herein to extend the Loan is conditional upon
Borrower furnishing to Lender prior to closing such supporting documentation and due diligence

information as Lender may reasonably require in connection with extending the Loan All

supporting documentation and diiie diligence information connected with the Loan shall be

subject to the approval as to forrii and substance by Lender prior to closing The failure by
Lender to approve the form or substance of any such supporting documentation and due

diligence infomiation shall not be deemed to be breach of Lenders commitment to extend the

Loan

This commitment is condilional upon the preparation execution and deliveiy of legal

documentation in form and substance
satisfactory to Lender and to Lenders counsel

incorporating substantially the terms set forth above and any other terms Lender determines is

appropriate for loan transaction of this nature By Borrowers acceptance of the terms of the

financing provided for in this lettór Borrower acknowledges that not every ancillary provision

imposing duties burdens or limitaions on Borrower and to be contained in final documentation

customary for this type of transaction can be set forth in this letter Failure by Borrower or

Lender to rcach agreement on suth provisions shall not be deemed to be breach of Lenders
commitment By Borrowers acceptance of this commitment Borrower authorizes Lender to file

in advance of the cLosing of the Loan such financing statements covering the collateral securing

\Y
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the Loan as Lender may deem necessary or advisable at its reasonable discretion to perfect its

security interest Such financing statements may be unsigned or if required to be signed by the

applicable office with which Lender intends to file such financing statement signed only by

representative of Lender

This commitment shall survive the closing of the Loan However in the event of any
inconsistency between the terms and conditions of this commitment and the terms and conditions

of any of the loan documents evidencing or executed in connection with the Loan the terms and

conditions of such loan documents shall control

This commitment may not be assigned or in any way transferred by Borrower without the

prior written consent of Lender

NothiLig contained herein shall be deemed or construed to create an obligation on the part

of Lender to any third
party nor shall any third party have right to enforce against Lender any

rights which Borrower may have under this commitment

This commitment is inadein reliance on the information provided Lender by Borrower

Any misrepresentations or inaccuracy therein or the failure to include material information with

the loan request or application shall entitle Lender to cancel this commitment

Ihis commitment is further subject to the absence of any material adverse change in

the financial condition of Borrowàr or any guarantor of the Loan or in the collateral securing the

facilities hcrcby committed any change in the current management of Borrower or any
change in the current ownership of Borrower

By acceptance of the commitment Borrower agrees and authorizes Lender if Lender

desires to place sign on the Real Estate subject to applicable zoning ordinances and

governmental approvals advertising this financing or may otherwise refer to or describe this

financing in its advertising

All terms and conditions of this commitment are included herein there are no other

agreements either written or verbal

We sincerely appreciate the opportunity to arrange this financing for Borrower If you
have any questions please call theundersigned

Sincerely

MERCHANTS BANK OF INDIANA

liaelF
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ACCEPTANCE

The undersigned accepts the foregoing commitment of Merchants Bank of Indiana for

and on behalf of Reagan Park Senior Living LLC on the tenns and conditions set forth

1atedtCkr 2012

BORROWER

REAGAN PARK AL LLC
an mdi limited liability company

By___________________________

Name
Its kMigQ

La
Michael Wagner

PL1LLL
Pthhip Knic4rehm

Tom Smith



EXHIBIT

Standard Terms and Conditions for Loans

This Standard Terms and Conditions for Loans is attached to and by reference

made
part of the commitmeiit Commitmentof Merchants Bank of Indiana

Lender to Reagan Park AL LLC Borrower which contemplates construction

Loan Loan to be closed prior to the commencement of construction by Borrower such
closing being hereinafter referred to as the Closing All capitalized terms not

otherwise defined herein shall have the same meanings as set forth for such terms in the

Commitment The Commitment incorporates and is subject to the fulfillment of and

compliance with the terms and conditions contained herein If any term or provision of
this Standard Terms and Conditions for Loans is inconsistent with or conflicts with any
term or provision of the Commitment and such inconsistency or conflict cannot be

resolved on basis construing such terms or provisions as complementary then such

term or provision of the Commitment shall control

Loan The Loan shall be evidenced by promissory note of Borrower in

principal sum equal to the full amount of the Loan and shall contain the terms interest

rates and other conditions specified in the Commitment The Loan documents shall

include an obligation on the part of Borrower to pay all costs and expenses of Lender

arising in connection with an event of default by Borrower under the Loan or in

connection with any proceedings involving the Project

Construction Loan The Loan shall be made by Lender for the purposes
set forth in the Commitment which shall include financing the purchase of the Real

Estate and the construction of improvements thereon improvements in strict

accordance with plans and specifications Plans and Specifications acceptable to and

approved by Lender prior to the Closing The Closing shall occur on or before the

commencement of construction of the Improvements by Borrower and shaU be governed

by the terms and provisions of construction loan agreement Agreement in such form
and with such provisions as Lender may require Unless waived in writing by Lender all

construction contracts shall contain fixed-price The Agreement will govern the

procedures for the disbursement of the proceeds from the Loan as construction

progresses Prior to the Closing Borrower shall deliver to Lender detailed project

budget and certified and detailed cost breakdown for the purchase of the Real Estate

and the construction of the Improvements including the construction of all roadways
utilities and site improvements and the completion of all landscaping and all personal

property arid fixtures necessary for the intended use and operation of the Improvements
which reflects the source of funds if any necessary to cover the portion of the costs in

excess of the Loan If required at any time by Lender based upon the cost breakdown as
from time to time updated and such other information received by Lender Rorrower shall

deposit in cash with Lender sum equal to the amount by which the total estimated cost

of the Project remaining unpaid exceeds the unadvanced amount of the Loan
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The following will be required at the time of the Closing in such fonn and

substance as Lender may require and will be conditions precedent to advancements of the

Loan

Borrower shall execute and deliver or cause to be executed and

delivered to Lender the following documentation

Construction Loan Agreement

romissory Note

Real Estate Mortgage

Assignment of Leases
Security Agreement

Unconditional Guaranty of each guarantor

indemnification for Environmental Matters from Borrower

and all guarantors and

Certified Evidence of Authority on Loan

Preliminary Title Commitment for the Real Estate

Minimum Standard ALTA Survey of the Real Estate certified to

Lender

Copies of all Executed Construction Contracts

Evidence of Insurance Coverage for the Project and

Opinion of Counsel for Borrower in form and substance

acceptable to Lender

In addition Borrower shall execute and deliver or cause to be furnished to Lender such

other documents and instruments as may be required by Lender under the Commitment

or in connection with the Loan All documents instruments and evidences required by
Lender in connection with the Loan shall be satisfactory in form and substance to Lender
and its counsel

Construction Loan Disbursements Each request by Borrower for

disbursement of the proceeds from the Loan must be made pursuant to borrowers

receipt and certification executed by an authorized representative of Borrower together

with cost and completion certificate of an architect or engineer acceptable to Lender but

employed at the expense of Borrower and such lien waivers as Lender may require all on
forms and in substance

satisfactory to Lender No disbursement shall be made on work

requiring governmental inspections until appropriate approvals have been obtained Final

disbursement of the proceeds of the Loan shall be made when construction has been fully

completed and inspected and approved by the architect or engineer All construction

draws must be supported by current title insurance endorsement satisfactory to Lender

which provides for affirmative coverage against unfiled mechanics and materialmens

liens through the date of disbursement of the draw The Improvements must be

constructed in strict compliance with all ordinances codes statutes and regulations and in

good and workmanlike manner in strict accordance with the Plans and Specifications
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All construction work shall be subject to final inspection by representative of Lender

Title At least twenty 20 days prior to the Closing Borrower shall

furnish to Lender preliminary commitment for mortgagees policy of title insurance

for an ALTA 2006 in an amount equal to the Loan and issued by title company
acceptable to Lender which commits to insure to Lender that Borrower has good and
marketable title in fee simple to the Project and Borrower has perpetual nonexciusive

easements under terms and conditions acceptable to Lender for parking and ingress and

egress to and from the Project all free and clear of all liens encumbrances easements
encroachments or other interests of any kind except for the lien of current taxes not

delinquent and such other matters as may be acceptable to Lender in its sole discretion

and that the mortgage to be executed and delivered by Borrower to Lender shall be first

lien on the Project The preliminary commitment shall certify the zoning of the Real

Estate and shall commit to provide such affirmative coverage as Lender may require

Lender may require satisfactory title search to be made and date down endorsement to

the title policy be issued by the title insurance company prior to each disbursement of the

proceeds of the Loan In addition this commitment should include Form or Form
3.1 if applicable with coverage for parking and density zoning endorsement and

comprehensive endorsement An insured closing will be required at which time all

standard exceptions should be deleted from the commitment including but not limited to

the survey exception If the title commitment is being issued by an agent of the title

company instead of directly by the title company Lender shall also require an insured

closing letter from the title company setting forth the agents authority to bind the

company Lender may require additional endorsements and coverages at its sole

discretion

Survey At least twenty 20 days prior to the Closing Borrower shall

furnish to Lender current minimum standard ALTA survey of the Real Estate and all

easements for ingress and egress to and from the Real Estate prepared by registered

professional engineer or land surveyor acceptable to Lender The survey should be

performed in accordance with the Minimum Standard Detail Requirements for an
ALTA/ACSM Land Title Survey jointly established and adopted by LTA and ACSM
in 2011 and shall include Items 134 56a 6b 7a 7bl 7c 89 10a 11b
13 17 19 20a and 21 of Table thereof and pursuant to accuracy standards defined

therein In addition such survey must show the location of all improvements driveways

and parking facilities including the total number of parking spaces front rear and side

building setback lines utility lines easements rights-of-way encroachments overlaps

flood plains all courses and distances referred to in the
legal description the names of

arid widths of streets the total acreage or square footage area of the Real Estate the

height and total square footage of all structures all other survey matters affecting the

Real Estate and insured easements covered by the title commitment and such other

information as Lender may require The survey shall also contain certification by the

engineer or surveyor concerning compliance with the zoning classification or variance

applicable to the Project minimum standard detail requirements certification shall be
set forth on the survey or on certificate attached to the survey and shall be certified to

Lender and the title insurer
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Insurance At least twenty 20 days prior to the Closing Borrower shall

furnish to Lender evidence of hazard insurance fire and extended coverage or builders

risk insurance in non-reporting form providing coverage for fire vandalism and
malicious mischief and such other occurrences as is commercially available and
reasonable for the protection of both Borrower and Lender with standard mortgagee
endorsement in favor of Lender in such amount as Lender may from time to time

reasonably require during the Loan In addition Borrower shall furnish to Lender
evidence of public liability insurance with Lender named as an additional insured

property damage insurance with Lender named as loss payee workmerfs compensation
and other insurance required by the laws of the

applicable jurisdiction with Lender named
as certificate holder and such other insurance as Lender may require including but not
limited to business interruption and/or rent loss coverage with Lender named as loss

payee All such insurance shall be in amounts and in forms and with insurers acceptable
to Lender

Zoning and Permits At least twenty 20 days prior to the Closing
Borrower shall furnish to Lender appropriate evidence that the construction of the

Improvements and the intended use of the Project are authorized by zoning classifications

or variances applicable to the Real Estate and that all necessary approvals and permits

required for the development of the Real Estate and the construction of the Improvements
have been obtained from appropriate governmental authorities having jurisdiction

Securitv Interest in Personal ProDertv and Fixtures Borrower and Reagan
Park Senior Living will grant to Lender security interest having first

priority in all

inventory building materials equipment and fixtures owned by Borrower and Reagan
Park Senior Living and purchased from the proceeds of the Loan or to be used in

connection with the Project free and clear of all other
security interests or title retention

devices Borrower shall furnish to Lender such evidence as it may reasonably require

concerning the identification of such equipment and fixtures and payment for the same

Assignment of Construction Plans and Contracts Borrower will assign to

Lender all of Borrowers rights title and interests in all plans and specifications
construction contracts and subcontracts and contractors subcontractors and suppliers
warranties relating to the construction equipping operation or maintenance of the

Project Such assignment shall be in form and substance and contain such terms and
conditions as Lender may require

10 Secondary Financing Liens and Encumbrances The documents

evidencing the Loan shall provide that neither Borrower nor Reagan Park Senior Living

shall without the prior written consent of Lender permit to exist any other mortgage lien

or encumbrance on the Project or otherwise permit any secondary financing on the

Project including personal property and fixtures except for any such subordinate

indebtedness and liens specifically permitted by the terms of the Commitment

11 Leases All leases for all or any part of the Real Estate and/or the

shall be security for the Loan and the terms and provisions of such leases

shall be subject to the review and approval by Lender and its counsel All such leases

Exhibit Page



and any guaranties of such leases shall be assigned by Borrower and Reagan Park Senior

Living to Lender at the time of the Closing under an assignment of leases in such form
arid with such provisions as Lender shall require provided however that Borrower and

Reagan Park Senior Living shall be allowed to collect all rentals until an event of default

shall occur If required by Lender Borrower shall cause each non-residential tenant of

the Project to execute and deliver to Lender the following an estoppel letter

certifying such information as Lender may require and subordination and attornment

agreement in form and substance as Lender may require which subordinates such tenants

lease to the lien of the real estate mortgage securing the Loan in such manner as Lender

may require

12 Late Payment Charges The documents evidencing the Loan shall provide

that Borrower shall pay late charge for the purpose of defraying expense incident to

handling with respect to any monthly installment of interest and/or principal under the

Loan or portion thereof not paid within ten 10 days after the date when first due at the

rate of five cents 50 for each One and no/l0O Dollar $1.00 so overdue with

minimum charge of Twenty-Five and no/I 00 Dollars $25.00 and an additional late

charge for purposes of defraying expense incident to handling on the first day of each

successive calendar month thereafter at the rate of five cents 50 for each One and

no/100 Dollar $1.00 so overdue with minimum charge of Twenty-Five and no/I00

Dollars $25.00 per month until any such installment or portion thereof has been paid
in full Provided however the application of late charge shall not be construed as

waiver by Lender of its option to declare default if any payment of any monthly
installment of interest and/or principal or portion thereof is not made when due and the

assessment of late charge hall not affect the right of Lender to increase the rate of
interest as provided in the documents evidencing the Loan on all amounts not paid when
due

13 Cost of Collection and Default Rate of Interest The documents

evidencing the Loan shall piovide that Borrower shall pay to Lender reasonable

attorneys fees incurred by Lender connection with the protection of any security for

or rights arising in connection with the Loan ii the enforcement of any provision

contained in any document executed in connection with the Loan or iiithe collection of

any indebtedness evidenced by or arising in connection with the Loan including without

limitation attorneys fees incurred by Lender in connection with any bankruptcy

reorganization receivership or other proceeding affecting creditors rights and involving

claim under any document executed in connection with the Loan costs of collection

of the Loan during any period in which default exists and/or any period of

delinquency on any amounts not paid wjien due interest on the principal balance

outstanding at rate which is four percent 4% above the interest rate otherwise

applicable under the Loan hereinafter referred to as the Default Rate and interest

at the Default Rate on all accrued interest which is not paid when due

14 Evidence of Authority Organization and Good Standing At least twenty

20 days prior to the Closing Borrower shall furnish and certify to Lender for Borrower
each principal of Borrower and each applicable guarantor true and correct copies of the

articles of incorporation and code of by-laws in the case of corporation the articles of
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partnership and certificate of assumed business name or limited partnership in the case of

partnership the articles of organization and operating agreement in the case of limited

liability company or such other instruments by which Borrowers each principal of

Borrower or any such guarantors existence is reflected in the case of trust or other

entity together with appropriate resolutions of its shareholders board of directors

partners trustee or managing authority as the case may be specifying the persons and

their capacities authorized to execute and deliver all documents required by Lender in

connection with the Loan All such organizational documents and resolutions shall be in

form and substance acceptable to lender certificate of good standing/existence shall

be furnished at the time of the Closing for Borrower each principal of Borrower and any

guarantor which is corporation limited partnership or limited liability company

15 Prohibition orr Sale or Encumbrance During the term of the Loan
Borrower shall not sell convey transfer further mortgage or encumber change the

form of ownership or otherwise dispose of or attempt to sell convey transfer or

otherwise dispose of the Borrowers interest in the Real Estate the Improvements or the

Project or allow the sale conveyance transfer pledge or encumbrance or otherwise

disposal of or attempted sale conveyance transfer pledge or encumbrance or otherwise

disposal of any shareholder interest partnership interest membership interest or other

ownership interest as applicabEe in Borrower whether such event is voluntary

involuntary or by operation of law unless any such sale conveyance transfer pledge or

encumbrance or other disposition is first approved in writing by Lender It is expressly

understood and agreed that any such consent by Lender if given shall be upon such

terms and conditions as Lender may in its discretion prescribe including but not limited

to an increase in the interest rate provided under the promissory note evidencing the

Loan and the payment by Borrower or purchaser of any service fee of Lender

Notwithstanding anything contained herein to the contrary Reagan Park Senior Living

shall be permitted to transfer member interests in that entity to investors who exercise

membership interest purchase Warrants issued by Reagan Park Senior Living provided at

all times Reagan Park Senior Living shall be managed by one or more of the guarantors

of the Loan or by an entity owned and controlled by one or more of the guarantors of the

Loan

16 Exvenses Borrower shall pay all expenses incidental to the processing

making and closing of the Loan by Lender including but not limited to title examination

and insurance premiums and fees appraisal fees survey expenses inspection fees

closing costs recording and filing fees stamp and documentary fees and taxes mortgage
and intangible taxes architects and engineers fees and the fees and expenses of counsel

for Lender including but not limited to fees of local counsel retained by Lender

Borrower also agrees to pay all fees charged by Lender in connection with Lenders

review of any appraisal reports inspection reports environmental reports and any other

reports or material required to be provided in connection with the Loan Such expenses

shall be paid by Borrower regardless of whether the Loan is closed and this obligation

shall be in addition to any obligation of Borrower to pay the amount of liquidated

damages if any required by the Commitment Lender shall have the right to pay any
such expenses and obtain reimbursement by deduction from any advancement of the

Loan
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17 Escrow If required by Lender Borrower will pay to Lender on dates

upon which interest is payable such amounts as Lender from tune to time estimates is

necessary to create and maintain reserve fund from which to pay at least ninety 90
days before the same become due all rental payments taxes assessments liens and

charges on or against the Project and premiums for insurance as herein required to be

maintained by Borrower Payments from such reserve fund for such purposes may be
made by Lender at its discretion and Lender shall have no obligation or duty to Borrower
for the payment of any such items Such funds shall not be nor deemed to be trust

funds but may be commingled with the general funds of Lender and no interest shall be

payable in respect thereof Borrower shall grant to Lender security interest in all funds

from time to time on deposit with Lender Unless such items are paid by Lender from the

above referenced reserve fund Borrower will submit to Lender at such intervals as

Lender may require such evidence of the timely payment by Borrower of such rental

payments taxes assessments liens charges and insurance premiums as Lender may
require

18 Separate Tax Parcel Borrower shall cause at all times the Project to be

segregated and separately assessed on the tax rolls of County and State in which the

property is located from all other property

19 Approval of Counsel All documents and leases in connection with the

Loan and all matters of title and survey applicable thereto shall be subject to approval in

form and substance by counsel for Lender In this regard Lender shall have the right to

require an opinion from counsel for Borrower in form scope and substance satisfactory

to counsel for Lender as to the legality validity and binding effect of all documents

req uired in connection with the Loan and as to such matters as Lender and its counsel

shall deem appropriate

20 Borrower The Commitment of Lender is personal to Borrower and
neither the Commitment nor any rights of Borrower thereunder shall be assignable by
operation of law or otherwise and the Commitment may be terminated at the option of

Lender in the event of any of the following

Borrower shall assign or transfer the Commitment or any rights

thereunder without the prior written consent of Lender or

Borrower shall fail to comply with any of the terms and conditiQnS

of the Commitmentwithin the time specified unless waived in writing by Lender
or

The nonpayment by Borrower of any expenses to be paid by it in

connection with the Commitment or the Loan or

The filing by or against Borrower any principal of Borrower or

any guarantor of any petition in bankruptcy or insolvency or for reorganization of
the appointment of receiver or trustee for Borrower any principal of Borrower
or any guarantor or their property or assets or an assignment by Borrower any
principal of Borrower or any guarantor for the benefit of creditors or
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Any representations made by Borrower in the loan application

which shall prove untrue or

Any material adverse change in the financial condition of

Borrower any principal of Borrower or any guarantor or

Any infirmity of title to the Real Estate and Improvements or the

Project which is not acceptable to Lender and its counsel

in the event of termination of the Commitment by Lender based upon any such default

all obligations of Lender to complete the Loan shall also terminate and the commitment
fees shall be considered fully earned with Borrower remaining liable for the repayment to

Lender of any outstanding principal and interest on the Loan any liquidated damages if

any specified by the Conunitment and for all expenses

21 Miscellaneous Time and all terms and conditions shall be of the essence

of the Commitment No waiver or modification of the terms or conditions of the

Commitment shall be effective unless in writing and signed by the party against whom
enforcement is sought Borrower by its acceptance of the Commitment agrees to

indemnify and save harmless Lender against loss cost or expense including reasonable

attorneys fees resulting from any claim by any person or entity for brokerage or

commission in connection with the transactions contemplated by the Commitment or the

Loan or against any loss or expense incurred by Lender in processing the Loan or by
virtue of the Commitment
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MANAGEMENT SERVICES AGREEMENT
BETWEEN

REAGAN PARK SENIOR LIVING LLC

and

TRADITIONS MANAGEMENT LLC

THiS MANAGEMENT SERVICES AGREEMENT the Agreement is made and entered into this

day of _____ 20 by and between Reagan Park Senior Living LLC an

Indiana limited liability company Owner and Traditions Management LLC an Indiana limited

liability company Manager with reference to the following facts

RECITALS

Owner is developing an eighty-one 81 unit senior housing residence and will do business

under the name of Reagan Park Senior Living the Residence located in Hendricks

County Indiana

Manager is in the business of providing management administrative technical and

financial services to owners and operators of long term care centers assisted living

residential care facilities and adult care facilities and retirement centers

Owner wishes to contract with Manager for the provision of the management and related

services for the Residence and Manager is willing to provide such services to Owner at

the Residence

The parties hereto wish to enter into this Agreement in order to set forth complete

statement of their respective rights and obligations with respect to the services to be

provided by Manager or Owner at the Residence

AGREEMENT

NOW THEREFORE for and in consideration of the mutual agreements conditions and

covenants set forth herein and for other good and valuable consideration receipt of which is

hereby acknowledged the parties hereto do hereby agree as follows

RETENTION OF MANAGER

Owner retains Manager to perform and provide management administrative and other

services in accordance with the terms and conditions of this Agreement Manager hereby

accepts such engagement and agrees to perform and provide the services further described in



this Agreement

TERM TERMINATION

2.01 Term Option to Renew

The term of this Agreement shall be for period of five years and shall commence on

______ and shall terminate on Either party shall have the option to

terminate this Agreement by giving written notice to the other party at least four months

prior to the aforementioned termination date In the event that either party fails to exercise

its option to terminate in accordance with the preceding sentence the option shall lapse and

this Agreement shall be extended for one year The same notification and Agreement

extension shall apply on an annual basis on the anniversary date of the original termination

date

2.02 Termination

Notwithstanding Paragraph 2.01 above this Agreement may be terminated

2.02 At any time upon the mutual agreement of Owner and Manager

2.02.2 At the option of Manager ifi Owner shall fail to pay any amount due to the

Manager and such nonpayment shall continue for period of five days after

written notice from the Manager to Owner or ii Owner shall breach or fail to

perform or observe any of its covenants and agreements contained herein and such

failure shall continue for period of thirty 30 days after written notice from the

Manager to Owner However ifthe failure arising under iishall require more than

thirty 30 days to cure then this Agreement will not terminate if owner commences

to cure the breach or failure during the thirty 30 days after written notice is given

and thereafter diligently completes the same

2.02.3 At the option of the Owner ifi Manager shall fail to pay any amount due to

Ownerunder this Agreement and such nonpayment shall continue for period of five

days after written notice from Owner to Manager or iiManager shall breach or

fail to perform or observe any of its covenants and agreements contained herein and

such failure shall continue for period of thirty 30 days after written notice from

Owner to Manager However if the failure arising under iirequires more than 30
days to cure this Agreement will not terminate if Manager commences to cure the

breach or failure during the thirty 30 days after written notice is given and

thereafter diligently completes the same

Any option to terminate this Agreement granted under Paragraphs 2.02.2 or 2.02.3 above

shall be exercised by giving written notice to the other party and shall be effective

immediately after such notice is given to the other party



2.03 Effect of Termination

Following termination of this Agreement in accordance with any provision of Paragraph 2.02

above the Agreement shall be considered of no further force or effect and both parties shall

be relieved and discharged of any future or continuing obligations arising hereunder except

for the satisfaction of any debt or obligation existing as of the date of termination

In addition at the time of any such termination Owner shall have the obligation to consider

offering employment to all employees of Manager who are working at the Residence

In addition any balance remaining in the Working Fund after payment of all the expenses

specified in Paragraph which were incurred prior to termination shall be remitted to

Owner

MANAGEMENT AND ADMINISTRATiVE SERVICES

During the term of this Agreement Manager shall provide the management and

administrative services required for the daily operation of the Residence described in this

Paragraph

3.01 Administrator

Manager shall identify and appoint qualified persons meeting all standards established by

applicable federal state or local laws mies and regulations to serve as an Administrators

Such agreement will not be unreasonable withheld by either party The Administrators

shall manage oversee and administer the daily operation of the Facility and Managers

compliance with the terms and conditions of this Agreement The Administrators shall be

an employee or independent contractor of the Residence and shall receive the compensation

and other employee benefits agreed upon by Manager and the Administrators In the event

that an Administratorsperformance in fulfillment of these responsibilities is not satisfactory

to Owner the parties shall meet to consider the Administrators performance and ways in

which it can be made satisfactory to Owner See Paragraph

3.02 Operation ersonnel

3.02.1 Provision of Personnel

Manager shall hire on behalf of the owner all personnel required for the full-time

operation of the Residence All of the personnel shall be the employees or

independent contractors of the Manager and the selection retention replacement

evaluation and promotion of the personnel shall be the sole responsibility of

Manager Manager shall develop all policies and procedures for such personnel in

compliance with applicable federal state and local laws rules and regulations

including the preparation of an employee handbook grievance procedures

promotion policies and other similar matters All personnel shall be subject to the

general supervision control and direction of Manager These personnel costs will be



an operational cost of the Residence See Paragraph

3.02.2 Staffing

Manager shall establish the level and scheduling of personnel to assure that at all

times there is sufficient staff to operate the Residence in accordance with applicable

federal state and local laws rules and regulations

3.02.3 Staff Compensation

Manager shall establish and fix the rates of compensation and types of employee

benefits payable to the personnel and shall administer payment all costs and

expenses incurred in connection with the provision of the personnel pursuant to this

Agreement including all compensation salaries employee benefits health or other

insurance federal state and local withholding taxes unemployment and disability

taxes workers compensation obligations FICA FUTA social security and all other

payroll taxes and payments necessary to ensure compliance with all federal and state

wage-hour obligations See Paragraph

3.02.4 Qualifications of Personnel

To the extent required by applicable law all personnel providing services on behalf

of Manager underthis Agreement shall be and remain duly licensed and credentialed

by the State of Indiana and by all other federal or local governmental authorities

regulating the practice of such personnel Manager shall not permit any of its

personnel to provide services for which such personnel are not duly licensed or

credentialed In addition to the satisfaction of the applicable licensing and

credentialing standards all personnel shall have level of competence experience

and skill comparable to the level of competence experience and skill generally

prevailing from time to time among similar classes and types of personnel in the

community where the Residence is located

3.03 Policy_Development and_Review

Manager shall periodically review the existing policies and procedures regarding the

operation of the Residence and take appropriate action to ensure the adoption deletion or

modification of such policies and procedures as needed As part
of its review and

recommendations Manager shall assure that the Residences policies and procedures comply

with all federal state or local laws rules and regulations and with all certification standards

applicable to the Residence

3.04 Government Regulations

Manager shall use its best efforts to assure that the operations of the Residence shall be in

compliance at all times with the requirements of any statute ordinance law rule regulation
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or order of any governmental or regulatory body or governmental third-party payment

organization having jurisdiction over the Residence and its operations in the event of any

change in law rules or regulations governing or affecting the operation of the Residence

which will have material impact on the Residence Manager shall promptly advise Owner

of such change and of any costs which may be necessary to assure compliance therewith

See Paragraph

3.05 Licensure_and Certification

Manager shall take such steps as may be necessary to obtain and maintain in the name of

Owner all licenses certificates of need permits and certifications required in connection

with the management and operation of the Residence Owner shall cooperate with Manager

and provide such assistance as Manager may reasonably require carrying Out its

responsibilities under this Paragraph 3.04 including the payment when due of all fees and

expenses required to maintain such licenses certificates of need permits and certifications

See Paragraph

3.06 Purchasing and_Inventory_Control

Manager shall assume the responsibility for directing and supervising the purchase of the

food beverages equipment pharmaceutical products and all other operating supplies which

may be necessary or appropriate for the maintenance and operation of the Residence To the

extent possible Manager will use his best efforts to obtain supplies at the most effective cost

and will consider various alternatives to accomplish this in circumstances where it is

appropriate to utilize the services of legal counsel in connection with the negotiation of

agreements respecting such purchases Manager shall utilize legal counsel mutually approved

by the parties hereto See Paragraph

3.07 Fiscal and Accounting Services

Manager shall supervise direct and maintain the operation of suitable accounting system

for the Residence and shall perform the following fiscal and accounting services required for

the operation of the Residence

3.07.1 Daily financial book and record keeping associated with the operation of the

Residence including the maintenance of general ledger for the Residence

3.07.2 Preparation of any governmental or third party payer annual cost reports

3.07.3 Billing collection and accounts receivable services including preparation of

patient bills processing and submission of Medicaid if applicable and other

governmental or third party payer reimbursement claims private insurance claim

processing monitoring the collection of accounts receivable collection of accounts

receivable maintenance of cash receipts journal the use of outside collection

agencies and the write-off of accounts receivable



3.07.4 Accounts payable services including the processing of bills and accounts

received concerning the operations of the Residence

3.07.5 Preparation of periodic reports concerning the fiscal operation of the

Residence including

Daily Report Census

ii Monthly Reports income and expense statements balance sheet accounts

receivable aging by payer census by payer outstanding accounts payable and

aging actual/budget income and expense comparison and accounts receivable

collections Manager shall present reports to Owner in form and at times as

mutually agreed between Owner and Manager

Manager shall prepare such other reports regarding the fiscal operations of the

Residence as agreed upon by Owner and Manager

3.07.6 Manager shall assist Owners independent certified public accountants in the

preparation of annual reviewed or audited financial statements for the Residence

3.07.7 In fulfillment of its obligations under this paragraph 3.07 Manager shall

furnish all data processing equipment and systems required to provide accounting

and fiscal services The exception to this is that any such equipment and/or software

located at the Residence shall be purchased out of the Working Fund as defined in

Paragraph and shall be the property of the Owner

3.08 Annual Budgets

Manager shall prepare an annual budget and/or financial projections for each fiscal year of

the Residence conforming to applicable federal and state requirements which will include

major operating objectives anticipated revenues expenses capital expenditures rate

structures employee staffing needs and other items which will affect the financial operations

of the Residence The annual budget will be reviewed and approved by Owner and will serve

as the guideline for Managers operations of the Residence during the fiscal year subject to

the budget provided however that until such time as the Owner formally approves the

annual budget the Manager shall operate the Residence on the basis of the proposed annual

budget Manager shall use its best efforts to operate the Residence within that budget and

will promptly notify Owner of any significant operational issues which will affect the ability

of Manager to operate the Residence within that budget



109 Resident and Other Records

Manager shall assure the preparation and maintenance of residents records in accordance

with applicable legal standards Manager also shall assure that the confidentiality of resident

and other records of the Residence to which it may obtain access during the term of this

Agreement shall be maintained in accordance with all applicable federal and state laws and

that no such records shall be released to any third party except as may be required by law or

necessary for the proper operation of the Residence or used for any purpose detrimental to

Owners interests

3.10 Professional Services and Other Ancillary Agreements

Manager shall negotiate and enter into agreements for such terms as it may deem necessary

or advisable for the retention of the professional services of physicians and other health

providers and for the furnishing of services and other concessions or arrangements for the

maintenance and operation of the Residence as are usual and customary for an Assisted

Living residence similar in size and scope to this Residence Any such agreement which

commits the Residence for total amount in excess of Five Thousand Dollars $5000
which amount shall from time to time be reviewed by Owner shall require the approval of

the Owner See Paragraph

3.11 Repairs and

Manager acting in the name of and for the account of Owner shall negotiate contract for and

supervise such repair and renewal of the physical property and equipment of the Residence

as shall reasonably be necessary to keep and maintain the Residence in good working order

and condition Manager shall obtain the approval of Owner prior to commencing any

individual repair or renewal involving more than five thousand dollars $5000 or entering

into any maintenance and repair contract which may exceed such work or project which is

outside the ordinary and customary scope of operations of the Residence See Paragraph

3.12 Capital improvements

Manager at the request of Owner shall review and make recommendations concerning any

proposed capital improvements to the Residence and shall periodically report to Owner

concerning any such improvements as Manager shall deem advisable If so directed and

approved by Owner Manager shall also acting in the name of and for the account of Owner

negotiate contract for and supervise the installation of such capital improvements as shall

have been appropriately authorized or approved by Owner In this regard Owner shall

approve the performance of all capital improvements required to maintain the Residence and

its equipment in good operating condition and to satisfy all applicable federal state or local

laws rules or regulations imposed upon the Residence See Paragraph

CONTROL AND RESPONSIBILITIES OF OWNER



During the term of this Agreement Owner shall remain ultimately responsible for the

payment of all costs and expenses incurred to operate the Residence however Manager

recognizes that Owner has given Manager certain fiscal responsibilities throughout this

Agreement including but not limited to the collection of accounts receivable the payment

of personnel costs and the payment of accounts payable Owner looks to Manager to carry

out these fiscal responsibilities in prudent manner

MEDICAL AND PROFESSIONAL MATTERS

All professional matters concerning the operation of the Residence including physician

privileges and access to residents shall be the responsibility of Manager provided however

Manager shall consult with Owner and accept appropriate recommendations concerning such

matters

STANDARD FOR OPERATION OF RESIDENCE

Manager shall use its best efforts to operate the Residence in manner which will meet

standard and quality of care which is consistent with the standard and quality of care in the

Assisted Living industry and also consistent with the reasonable expectations of residents

and their families

INSURANCE INDEMNIFICATION

7.01 Professional Liability Insurance

Manager on behalf of the Owner shall at all times during the term of this Agreement and at

the Residences cost and expense procure and maintain in full force and effect professional

liability malpractice insurance in form customarily used by other Assisted Living

residences in the State of Indiana in minimum amounts of One Million Dollars $1000000

per occurrence and Five Million Dollars $5000000 aggregate covering the business

activities carried on at the Residence including the personnel retained by Manager to

provide services at the Residence under this Agreement and excluding any professional

services provided by physicians at the Residence Manager shall be included as an insured

party with respect to such insurance coverage and any policies evidencing such coverage

may not be canceled or subject to reduction of coverage or other modification or cancellation

unless thirty 30 days prior written notice is give to Manager by the insurer See Paragraph

7.02 Insurance_Coverage of Physicians and Other Providers

Manager shall assure that all physicians and other health care providers rendering services at

the Residence shall procure and maintain professional liability malpractice insurance with

liability limits customary for the general medical community where the Residence is located

Owner shall at its request be provided with copies of all certificates or other evidence of the

insurance required to be maintained by such parties and with copies of all notices of



premium nonpayment cancellation reduction or other material change to such insurance

received by the Manager

7.03 General_Liability Insurance

Manager on behalf of the Owner shall at all times during the term of this Agreement and at

the Residences cost and expense procure and maintain comprehensive general liability

insurance with broad form general liability endorsement or equivalent in an amount not

less than One Million Dollars $1000000 with respect to any occurrence at the Residence

All such insurance policies shall include Manager as an additional insured party and shall

provide for at least thirty 30 days written notice to Manager prior to any cancellation

reduction or other material change to such insurance See Paragraph

7.04 Workers_Compensation and Other Insur

Manager on behalf of the Owner shall at all times during the term of this Agreement

procure and maintain adequate workers compensation insurance with respect to Managers

personnel providing services at the Residence If not otherwise covered by any of the

policies maintained by Owner Manager shall on behalf of the Owner provide insurance

coverage for employee theft embezzlement or misappropriation of funds or provide

fidelity bond or other form of insurance or protection against losses of this type in the

minimum amount of Two Hundred Fifty Thousand Dollars $250000 All of such insurance

policies shall include Manager as an additional insured party and shall provide for at least

thirty 30 days written notice to Owner prior to any cancellation reduction or other material

change to such insurance See Paragraph

7.05 Indemnification

Owner agrees to indemnify defend and hold harmless Manager its directors officers

agents and employees from and against all claims damages losses costs and expenses

including but not limited to attorneys fees arising out of or resulting from this Agreement

and Managers good faith performance of duties under this Agreement provided however

that such indemnification shall not apply where the claim damage loss cost or expense is

result of the gross negligence or willful misconduct on the part of Manager its directors

officers employees or agents

706 Property Insurance

Manager on behalf of the Owner shall at all times during the term of this Agreement and at

the Residences cost and expense procure and maintain comprehensive property insurance in

an amount that is at least equal to the property value

7.07 Extension of Coverage

if any of the insurance or other coverages to be provided by Owner under this Paragraph
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provide such coverage on claims made rather than occurrence basis Owner shall hold

and defend Manager and its officers directors and employees harmless up to the limits of

the coverage to be provided hereunder in the event such coverage is not maintained in force

at the time Manager or any individual who would be qualified for coverage hereunder is

named as defendant in an action to which such coverage would be applicable

WORKING FUND

Manager shall establish and Owner shall provide all funds necessary for an account the

Working Fund upon which Manager shall be authorized and entitled to draw to pay any

and all expenses incurred by Manager and/or Owner pursuant to Paragraphs 3.01 3.02.1

3.02.3 3.04 3.05 3.06 3.10 3.11 3.12 7.01 7.03 7.04 and 9.02 as well as expenses

incurred by Manager pursuant to Paragraph 3.07.7 in providing data processing equipment to

be located at the Residence collectively the Working Fund Expenses Owner shall after

consultations with Manager from time to time deposit funds in the Working Fund in

amounts sufficient to pay all such Working Fund Expenses If the amount in the Working

Fund at any time is not sufficient to cover contemplated or actual Working Fund Expense

then Manager shall notify Owner and Owner shall immediately deposit sufficient funds in

the Working Fund to cover such Working Fund Expenses In addition Owner shall obtain

and maintain overdraft protection for Working Fund and shall bear any and all expenses

relating to maintenance of the Working Fund

COMPENSATION OF MANAGER

9.01 Determination of Compensation

As consideration for and to facilitate the provision of the services to be performed by

Manager with respect to the Residence under this Agreement Owner agrees as follows

During the term of this Agreement Owner shall pay to Manager as fee for its services

an amount equal to five percent 5% of the Gross Operating Revenue but not less than five

thousand dollars $5000.00 per month beginning the month in which the mortgage

financing arrangements are finalized Payment will be made consistent with Paragraph 9.02

below For purposes of this Paragraph 9.01 Gross Operating Revenue shall mean all

facility revenue charged including but without limitation all Medicaid charges all private

pay charges and all miscellaneous charges

iiAlso in return for the fee specified in Paragraph 9.01i above Manager shall provide all

services enumerated in Paragraph

9.02 Payment of Compensation

Owner shall pay the amount specified in Paragraphs 9.0 1i above on monthly basis and

such payment shall be effected by Manager retaining the appropriate amount from Owners
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deposits in the Working Fund Account or collections pursuant to Paragraph 3.07.3 above and

reflecting the amount so retained in the monthly statement provided pursuant to Paragraph

3.07.5u above See Paragraph

10 LEGAL ACTIONS

Subject to the provisions of Paragraph above Manager shall cooperate with and assist

Owners legal counsel in any legal actions or proceedings brought by or against Owner

concerning the operation of the Residence

11 EXPENSES

Unless otherwise provided for in any provision or clause hereof neither party shall be

obligated to pay for or reimburse any expense incurred by the other in connection with the

performance of this Agreement

12 SPECIAL PROVISIONS RESPECTING MEDICAID PATIENTS

12.01 Manager and Owner agree to generate such records and make such disclosures as may
be required from time to time by Medicaid and other third party payment programs with

respect to their participation in this Agreement and the rendition of services hereunder in

order to assure that both parties will be able to meet all requirements for participation and

payment associated with such programs including without limitation the matters covered

by Section 1861v1I of the Social Security Act

12.O2Forthepurposeofcompliancewith Section 1861vIXIofthe Social Security Act as

amended and any regulations promulgated pursuant thereto both parties agree to comply

with the following statutory requirements

12.02.1 Until the expiration of four years after the furnishing of such services pursuant to

this Agreement both parties shall make available upon written request to the Secretary of

Health and Human Services or upon request to the Comptroller General of the United

States or any of their duly authorized representatives the contract and books documents

and records of such party that are necessary to certify the nature and extent of such costs

12.02.2 If either party carries out any of the duties of the contract through subcontract with

value or cost of five thousand dollars $5000 or more over twelve month period with

related organization such subcontract shall contain clause to the effect that until the

expiration of four years after the furnishing of such services pursuant to such subcontract the

related organization shall make available upon written request to the Secretary or upon

request to the Comptroller General or any of their duly authorized representatives the

subcontract and books documents and records of such organization that are necessary to

verify the nature and extent of such costs

12.03 If either party is requested to disclose books documents or records pursuant to any

11



provision of this Section for an audit it shall notify the other party of the nature and scope of

such request and each party shall make available upon written request of the other party all

such books documents or records during such partys regular business hours

13 MISCELLANEOIJS

13.01 Assignment and Delegation

Manager and Owner acknowledge and agree the Manager shall be permitted to delegate and

assign some or all of its obligations arising under this Agreement to any organization

controlled by in control of or commonly controlled with Manager subject to the prior

written consent of Owner Manager also shall have the right to delegate or assign all or part

of its obligations arising under this Agreement to any other third party subject to the prior

written consent of Owner which consent shall not be unreasonably withheld In the event of

an assignment to third party Manager shall remain ultimately responsible for the

performance of managers obligations under this Agreement

13.02 Binding Effect

Subject to Paragraph 13.01 above this Agreement shall be binding upon and inure to the

benefit of the parties hereto and their respective representatives successors and assigns

13.03 Resident Records

Any and all resident records and charts produced as result of the performance of services at

the Residence shall as between the parties hereto be and remain the property of Owner

During the term of this Agreement Manager and its agents shall be permitted to inspect

and/or duplicate at its cost and expense any individual chart or record to the extent

necessary to assist in the defense of any malpractice or other claim to which such chart or

record may be pertinent provided that such inspection or duplication is permitted and

conducted in accordance with applicable legal requirements and pursuant to customary

professional standards for the maintenance of patient confidentiality The Manager agrees to

maintain the confidentiality of any information the Manager or its agents shall obtain

hereunder

13.04 Dispute Resolution Arbitration

13.04.1 Referral to Consultants

If the parties for purposes of this Section 13.04 the title parties refers to Owner

and Manager are unable to resolve any dispute or other matter requiring their mutual

agreement hereunder such dispute or matter shall first be referred for consideration

and non-binding recommendation to panel consisting of an individual who has

demonstrated familiarity with the medical and administrative aspects of an Assisted

12



Living residence to be selected by Owner and an administrator other than the

administrator of Manager of an Assisted Living residence to be selected by

Manager Appointment of each partys representative shall be made within five

business days after party has given notice of request for the invocation of this

Paragraph 13.04.1 and the panel shall be required to complete its review and forward

its recommendations to the parties within thirty 30 days of such initial notice

Following the receipt of such reports or recommendations as may be provided by

such panel the parties shall act in good faith in light of such information in further

attempt to resolve such dispute or matter The costs of such consultants who shall be

paid reasonable compensation for their time shall be borne one-half Owner and

one-half by Manager

13.04.2 Arbitration

if the procedure set forth in Paragraph 13.04.1 above cannot be timely completed or

does not result in satisfactory resolution of the matter or dispute the parties agree

to submit such matter or dispute to arbitration as follows

If dispute subject to arbitration hereunder should arise either party may make

demand for arbitration by submitting demand in writing to the other party The

submission of dispute to the arbitrators may also be ordered by any court having

competent jurisdiction The parties shall have all discovery rights available under

applicable Indiana law

iiThere shall be three arbitrators one named in writing by each of the parties

within ten 10 days after demand for arbitration is given and third chosen by the

two appointed arbitrators Should either party refuse or neglect to join in the

appointment of the arbitrators or to furnish the arbitrators with any papers or

information demanded the arbitrators are empowered by both parties to proceed

exparte.iii The arbitration shall take place in the City of Indianapolis State of

Indiana and the hearing before the arbitrators of the matter to be arbitrated shall be

at the time and place within said city as is selected by the arbitrators The

arbitrators shall select such time and place promptly after his or their appointment

and shall give written notice thereof to each party at least twenty 20 days prior to

the date so fixed At the hearing any relevant evidence may be presented by either

party and the formal rules of evidence applicable to judicial proceedings shall not

govern At the time the matter or dispute is submitted to the arbitrators any report

or recommendations received pursuant to Paragraph 13.04.2 shall be provided to the

arbitrators for consideration as part of the arbitration process Other evidence may

be admitted or excluded in the sole discretion of the arbitrators

iv The arbitrators shall hear and determine the matter and shall execute and

acknowledge their award in writing and cause copy thereof to be delivered to each

of the parties The decision of majority of the arbitrators shall be final binding

and conclusive and such decision may be enforced in any court having jurisdiction



thereof by the filing of petition to enforce said award subject to the reserved power

of the Court to vacate modify or correct such decision in accordance with applicable

Indiana law

If three arbitrators are selected under the foregoing procedure but two of the three

fail to reach an agreement in the determination of the matter in question the matter

shall be decided by three new arbitrators who shall be appointed and shall proceed in

the same manner and the process shall be repeated until decision is finally reached

by two of the three arbitrators selected The costs of such arbitration shall be borne

equally by the parties or in such proportions as the arbitrators shall determine Each

party shall appoint and pay for any counsel appointed to represent it in such

arbitration

13.04.3 Rights Reserved by Parties

The provisions of this Paragraph 13.04 shall not limit require the postponement of

implementation or in any other way preclude the exercise of any rights otherwise

enjoyed by any party to this Agreement under the provisions hereof including

without limitation the termination rights set forth in Paragraph 2.02 hereof

13.05 Validity

If for any reason any clause or provision of this Agreement or the application of any such

clause or provision in particular context orto particular situation circumstance or person

should be held unenforceable invalid or in violation of law by any court or other tribunal

then the application of such clause or provision in contexts orto situations circumstances or

persons other than that in or to which it is held unenforceable invalid or in violation of law

shall not be affected thereby and the remaining clauses and provisions hereof shall remain in

full force and effect

13.06 Governing Law

This Agreement shall be construed in accordance with the internal laws and not the law of

conflicts of the State of Indiana applicable to agreements made and to be performed in

Indiana

13.07 Independent_Contractor Status

With respect to the performance of the work duties and obligations arising under this

Agreement it is mutually understood and agreed that nothing in this Agreement is intended

nor shall be construed to create between Manager and Owner an employer/employee

relationship joint venture relationship or lease or landlord/tenant relationship

13.08 Remedies
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In the event that Owner shall fail to pay any amount required to be paid to the Manager when

and as due in accordance with the terms of this Agreement in addition to the option to

terminate this Agreement Manager may pursue any remedies as provided for in Paragraph

13.04

13.09 Agreement to Perform Necessary Acts

Each party agrees to perform any further acts and execute and deliver any further documents

which may be reasonably necessary or otherwise reasonably required to carry out the

provisions of this Agreement

1310 Entire Agreement Amendment

This Agreement constitutes the full and complete agreement and understanding between the

parties hereto and shall supersede any and all prior written and oral agreements concerning

the subject matter contained herein This Agreement may be modified or amended only by

written instrument executed by all of the parties hereto

13.11 Number and Gender

Words in the singular shall include the plural and words in particular gender shall include

either or both additional genders when the context in which such wards are used indicates

that such is the intent

13.12 Effect of Headings

The titles or headings of the various paragraphs hereof are intended solely for convenience or

reference and are not intended and shall not be deemed to modify explain or place any
construction upon any of the provisions of this Agreement

13.13 c.erparts

This Agreement may be executed in one or more counterparts by the parties hereto All

counterparts shall be construed together and shall constitute one agreement

13.14 Notices

All notices request or demands required or permitted to be given under this Agreement shall

be in writing and shall be delivered to the party to whom notice is to be given either by

personal delivery in which event such notice shall be deemed given on the date of delivery

or iimail registered or certified return receipt requested in which event such notice shall

be deemed given three days after the date of deposit in the mail and addressed as

15



foil ows

To Manager Traditions Management LLC

3011 Carmel Dr Suite C300

Carmel Indiana 46032

To Owner Reagan Park Senior Living LLC

301 Carmel Dr Suite C300

Carmel Indiana 46032

Either party may change its address for purposes hereof by giving written notice to the other

in the manner specified within this Paragraph

13 15 Force Maj cure

Neither party shall be liable nor be in default for any delay or failure to perform this

Agreement or other interruption of service or employment resulting directly or indirectly

from any acts of God civil or military authority acts of public enemy war accidents fires

explosions earthquakes floods failure of transportation machinery or supplies vandalism

strikes or other work interruptions by either partys employees or any similar cause beyond

the reasonable control of either party However both parties shall make good faith efforts to

perform under this Agreement in the event of any such circumstance

13.16 Waiver

Any waiver of any of the terms and conditions of this Agreement must be in writing and

signed by the parties hereto waiver of any of the terms and conditions of this Agreement

shall not be construed as waiver of any other terms and conditions hereof

13.17 mpt Financing

In the event Owner or any affiliated organization intends to seek tax exempt financing and it

is reasonably determined that modifications to this Agreement are required in order for

Owner to qualify for such financing Manager agrees to negotiate in good faith concerning

such amendments hereto as may be necessary to assist Owner or such affiliated organization

in its efforts to obtain such financing

13.18 Confidentiality

Neither party shall disclose the substance of this Agreement nor any information it shall

acquire in the course of its performance hereunder to any third party except to the extent

necessary for its performance and administration of its services and activities hereunder

unless required by law or with the approval of the other party provided however that either

party shall be permitted to reveal the existence of this Agreement

-16-



iN WITNESS WHEREOF the parties hereto have caused this Agreement to be executed as of the

date first written above at Ohio

Owner Reagan Park Senior Living LLC

an indiana limited liability company

By -_____ ____
Thomas Smith President

Manager Traditions Management LLC

By ____
Anthony Schantz President

17



AlA Document Al 0111 2007

Standard Form of Agreement Between Owner and Contractor where the basis of

payment is Stipulated Sum

AGREEMENT made as of the Twenty-fourth day of October in the year Two Thousand
Twelve

ADDiTIONS AND DELETIONS
In wordr indicate day month and year The author of this document has

added information needed for its

BETWEEN the Owner
completion The author may also

Name legal status address and other infirmation have revised the text of the original

AlA standard form An Additions and

Reagan Park Senior Living LLC Deletions Repoi-t that notes added

301 Carmel Dr information as well as revisions to the

Suite C300 standard form text is available from

Carmel IN 46032 the author and should be reviewed

Telephone Number 317-669-8404 vertical line in the left margin of this

Fax Number 317-663-0945 document indicates where the author

has added necessary information

and the Contractor and where the author has added to or

Name legal status address and other information
deleted from the

original
AlA text

This document has important legal

Grand Industrial LLC
consequences Consultation with an

301 East Carmel Drive Suite C300 attorney is encouraged with respect

Carmel IN 46032
to its completion or modification

Telephone Number 317 669-8404

Fax Number 317 663-0945
AlA Document A201 2OO7
General Conditions of the Contract

for Construction is adopted in this

for the following Project
document by reference Do riot use

Aiame location and detailed description
with other general conditions unless

this document is modified

Reagan Park Senior Living

Bristol Drive

Avon EN

60000 square foot assisted living facility

The Architect

Name legal status address and other information

AET Inc General Corporation

12358 Hoosier Rd

Fishers IN 46038

Telephone Number 317-842-3003

Fax Number 317-842-3458

The Owner and Contractor agree as follows

AlA Document AlOl 2001 Copyright 1915 1918 1925 1937 1951 1956 1961 1963 1967 1974 1977 1987 1991 1997 and 2007 byTheAmericai
nit

instiiuie of Architects All rights reserved WARNlNG This AlA Document is proleiied by 18 Copyriçjht law and hit naieni rtiw
or distributiOn of this AlA Document Or any portion of it may resut ifl sesoro cwii and Crinhinat posmaitie id wit .wiii

mIaxOwmn xtrit 111tlSitIO undirtthe iaw This document was produced by AlA software at 131639 on 10/24/2012 under Order No.61 99633724_i which expires

on 01/08/2013 and is not for resale
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TABLE OF ARTICLES

THE CONTRACT DOCUMENTS

THE WORK OF THIS CONTRACT

DATE OF COMMENCEMENT AND SUBSTANTIAL COMPLETION

CONTRACT SUM

PAYMENTS

DISPUTE RESOLUTION

TERMINATION OR SUSPENSION

MISCELLANEOUS PROVISIONS

ENUMERATION OF CONTRACT DOCUMENTS

10 iNSURANCE AND BONDS

ARTICLE THE CONTRACT DOCUMENTS

The Contract Documents consist of this Agreement Conditions of the Contract General Supplementary and other

Conditions Drawings Specifications Addenda issued prior to execution of this Agreement other documents listed

in this Agreement and Modifications issued after execution of this Agreement all of which form the Contract and are

as fully part of the Contract as ifattached to this Agreement or repeated herein The Contract represents the entire

and integrated agreement between the parties hereto and supersedes prior negotiations representations or agreements
either written or oral An enumeration of the Contract Documents other than Modification appears in Article

ARTICLE THE WORK OF THIS CONTRACT
The Contractor shall fully execute the Work described in the Contract Documents except as specifically indicated in

the Contract Documents to be the responsibility of others

ARTICLE DATE OF COMMENCEMENT AND SUBSTANTIAL COMPLETION

3.1 The date of commencement of the Work shall be the date of this Agreement unless different date is stated

below or provision is made for the date to be fixed in notice to proceed issued by the Owner
Insert the date of commencement i/it dUfers from the date of this Agreement or ifapplicable state that the date will

be fixed in notice to proceed

The commencement date will be fixed in notice to proceed

If prior to the commencement of the Work the Owner requires time to file mortgages and other security interests the

Owners time requirement shall be as follows

3.2 The Contract Time shall be measured from the date ofcommencement

3.3 The Contractor shall achieve Substantial Completion of the entire Work not later than Three hundred sixty-live

365 days from the date of commencement or as follows

insert number of calendar days Alternatively calendar date may be used when coordinated with the date of

commencement If appropriate insert requirements earlier Substantial Completion of ceitain portions qf the

Work
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Portion of Work Substantial Completion Date

subject to adjustments of this Contract Time as provided in the Contract Documents

Insert provisions if any for liquidated damages relating to failure to achieve Substantial ompIeIion on lime oriw
bornis paynents for early completion of the Work

NA

ARTICLE CONTRACT SUM

4.1 The Owner shall
pay the Contractor the Contract Sum in current funds for the Contractors performance of the

Contract The Contract Sum shall be Seven Million Three Hundred Forty Thousand Dollars and Zero Cents

7340000.00 subject to additions and deductions as provided in the Contract Documents

4.2 The Contract Sum is based upon the following alternates if any which are described in the Contract Documents
and are hereby accepted by the Owner

State the numbers or other ident/ication of accepted alternates ifthe bidding or prop asa/ documents permit the

Owner to accept other alternates subsequent to the execution of this Agreement atiach schedule of such other

alternates showing the amount for each and the date when that amount expires

NA

4.3 Unit prices if any

ldentJji and state the unit price state quantity limitations any to which the unit price ivill be applicable

Item Units and Limitations Price Per Unit $0.00

4.4 Allowances included in the Contract Sum if any

Ident/$i allowance and stale exclusions any from the allowance price

Item Price

ARTICLE PAYMENTS

5.1 PROGRESS PAYMENTS

5.1.1 Based upon Applications for Payment submitted to the Architect by the Contractor and Certificates for

Payment issued by the Architect the Owner shall make progress payments on account of the Contract Sum to the

Contractor as provided below and elsewhere in the Contract Documents

5.1.2 The period covered by each Application for Payment shall be one calendar month ending on the last day of the

month or as follows

5.1.3 Provided that an Application for Payment is received by the Architect not later than the 5th day ofa month the

Owner shall make payment of the certified amount to the Contractor not later than the 15th day of the same month If

an Application for Payment is received by the Architect after the application date fixed above payment shall be made

by the Owner not later than Ten 10 days after the Architect receives the Application for Payment

Federal state or local laws may require payment within certain period oftime

5.1.4 Each Application for Payment shall be based on the most recent schedule of values submitted by the Contractor

in accordance with the Contract Documents The schedule of values shall allocate the entire Contract Sum among the

various portions of the Work The schedule of values shall be prepared in such form and supported by such data to

substantiate its accuracy as the Architect may require This schedule unless objected to by the Architect shall be used

as basis for reviewing the Contractors Applications for Payment
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5.1.5 Applications for Payment shall show the percentage of completion of each portion of the Work as of the end of

the period covered by the Application for Payment

5.1.6 Subject to other provisions of the Contract Documents the amount of each progress payment shall be

computed as follows

.1 Take that portion of the Contract Sum properly allocable to completed Work as determined by

multiplying the percentage completion of each portion of the Work by the share of the Contract Sum
allocated to that portion of the Work in the schedule of values less retainage of Ten percent 10.00%
Pending final determination of cost to the Owner of changes in the Work amounts not in dispute shall

be included as provided in Section 7.3.9 of ALA Document A2OITM_2007 General Conditions of the

Contract for Construction

.2 Add that portion of the Contract Sum properly allocable to materials and equipment delivered and

suitably stored at the site for subsequent incorporation in the completed construction or if approved in

advance by the Owner suitably stored off the site at location agreed upon in writing less retainage of

Ten percent 10.00
.3 Subtract the aggregate of previous payments made by the Owner and

.4 Subtract amounts if any for which the Architect has withheld or nullified Certificate for Payment as

provided in Section 9.5 of IA Document A20 12007

5.1.7 The progress payment amount determined in accordance with Section 5.1.6 shall be further modified under the

following circumstances

.1 Add upon Substantial Completion of the Work sum sufficient to increase the total payments to the

full amount of the Contract Sum less such amounts as the Architect shall determine for incomplete

Work retainage applicable to such work and unsettled claims and

Section 9.8.5 ofAlA Document A2012007 requires release of applicable relainage upon Suhsiuniicil

Completion of Work with consent of surety if any
.2 Add if final completion of the Work is thereafter materially delayed through no fault of the Contractor

any additional amounts payable in accordance with Section 9.10.3 of AlA Document A20l2007

5.1.8 Reduction or limitation of retainage if any shall be as follows

ifit is intended prior to Substantial Completion of the entire Work to reduce or limit the relainage esulsingtrom the

percentages inserted in Sections 5.1.6.1 and 5.1.6.2 above and this is not explained elsewhere in the oniraci

Documents insert here provisions for such reduction or limitation

NA

5.1.9 Except with the Owners prior approval the Contractor shall not make advance payments to suppliers for

materials or equipment which have not been delivered and stored at the site

5.2 FINAL PAYMENT

5.2.1 Final payment constituting the entire unpaid balance of the Contract Sum shall be made by the Owner to the

Contractor when

.1 the Contractor has hilly performed the Contract except for the Contractors responsibility to correct

Work as provided in Section 12.2.2 ofAlA Document A2012007 and to satisfy other requirements if

any which extend beyond final payment and

.2 final Certificate for Payment has been issued by the Architect

5.2.2 The Owners final payment to the Contractor shall be made no later than 30 days afier the issuance of the

Architects final Certificate for Payment or as follows

ARTICLE DISPUTE RESOLUTION

6.1 INI11AL DECISION MAKER

The Architect will serve as Initial Decision Maker pursuant to Section 15.2 of AlA Document A20 12007 unless the

parties appoint below another individual not party to this Agreement to serve as Initial Decision Maker
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the parties mutually agree insert the name address and other contact information of the Initial Decision Make it

other than the Architect

6.2 BINDING DISPUTE RESOLUTION

For any Claim subject to but not resolved by mediation pursuant to Section 153 of ALA Document A2012007 the

method of binding dispute resolution shall be as follows

Check the appropriate box if/he Owner and Contractor do not select method of binding dispute resolution below

or do not subsequently agree in wrüing to binding dispute resolution method other than litigation lains wi/I he

resolved by litigation in court of competent jurisdiction

Arbitration pursuant to Section 15.4 of ALA Document A2012007

Litigation in court of competent jurisdiction

Other Specfj

ARTICLE TERMINATION OR SUSPENSION

7.1 The Contract may be terminated by the Owner or the Contractor as provided in Article 14 of AlA Document

A20 12007

7.2 The Work may be suspended by the Owner as provided in Article 14 of AlA Document A2012007

ARTICLE MISCELLANEOUS PROV1SIONS

8.1 Where reference is made in this Agreement to provision of ALA Document A2012007 or another Contract

Document the reference refers to that provision as amended or supplemented by other provisions of the Contract

Documents

8.2 Payments due and unpaid under the Contract shall bear interest from the date payment is due at the rate stated

below or in the absence thereot at the legal rate prevailing from time to time at the place where the Project is located

Insert rate qf interest agreed upon any

12.00%perannum

8.3 The Owners representative

.\anie address and other information

Thomas Smith

8.4 The Contractors representative

.Vame address and other information

Phillip Knickrehm

301 East Carmel Drive Suite C300

Carmel IN 46032
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8.5 Neither the Owners nor the Contractors representative shall be changed without ten days written notice to the

other party

8.6 Other provisions

ARTICLE ENUMERATION OF CONTRACT DOCUMENTS
9.1 The Contract Documents except for Modifications issued after execution of this Agreement are enumerated in

the sections below

9.1.1 The Agreement is this executed MA Document A1Oi2007 Standard Form of Agreement Between Owner
and Contractor

9.1.2 The General Conditions are AlA Document A2012007 General Conditions ofthe Contract for Construction

9.1.3 The Supplementary and other Conditions of the Contract

Document Title Date Pages

9.1.4The Specifications

Either list the Spec/Ications here or refer to an exhibit attached to this Agreement

Section Title Date Pages

As listed on Drawings

9.1.5 The Drawings

Either list the Drawings here or refer to an exhibit attached to this Agreement

Number Title Date

9.1.6 The Addenda if any

Number Date Pages

Portions of Addenda relating to bidding requirements are not part of the Contract Documents unless the bidding

requirements are also enumerated in this Article

9.17 Additional documents if any forming part of the Contract Documents

.1 AlA Document E2OITM_2007 Digital Data Protocol Exhibit if completed by the parties or the

following

.2 Other documents if any listed below

List here any additional documents that are intended to form part qf the Contract Documents 1/i

Document A2012007 provides that bidding requirements such as advertisement or invitation to hid
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Instructions to Bidders sample forms and the Contractor bid are not part of the Coniraci Documents

unless enumerated in this Agreement They should be listed here only if intended to be par of the

Contract Documents

ARTICLE 10 INSURANCE AND BONDS
The Contractor shall purchase and maintain insurance and provide bonds as set forth in Article II of AlA Document

A20l2007

Slate bonding requirements any and limits ofliabililyfor insurance required in Article II of .4 IA Docuneni

A201 2007

Type of insurance or bond Limit of
liability

or bond amount $000
General Liability Contractors Standard

Auto Contractors Standard

Workers Comp Contractors Standard

This Agreement entered into as of the day and year first written above

OWNER Signature CONTRACTOR Signature

Thomas Smith Managing Member Phillip Knickrehm Vice President

Printed name and title Printed name and title
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Reagan Park Senior Living IRA Business Trust

CERTIFICATE OF BUSINESS TRUST

THIS CERTIFICATE OF BUSINESS TRUST of Reagan Park Senior Living IRA

Business Trust the 1Business Trust dated December fl 2012 is executed by FIRST

MERCHANTS TRUST COMPANY as trustee the Trustee to create Business Trust under

the Indiana Business Trust Act IC 23-5-1 q. The Trustee hereby certifies as follows

Name The name of the Business Trust formed hereby is Reagan Park Senior

Living IRA Business Trust

Registered Office and Registered Agent The registered office of the Business

Trust shall be 10333 Meridian Street Indianapolis Indiana 46290 and the resident agent in

charge of the registered office shall be James DimitrofT

Trust Instrument true and correct copy of the executed trust instrument by

which the Business Trust was created including all amendments thereto is attached hereto as

Exhibit

Trustee The following is verified list of the name and address of the sole

trustee of the Business Trust

First Merchants Trust Company
10333 North Meridian Street

Suite 350

indianapolis Indiana 46290

Balance Sheet balance sheet certified by firm of independent certified

public accountants which fairly and truly reflects the assets and liabilities of the Business Trust

specifically setting out its corpus and showing net worth of not less than One Thousand Dollars

$1000 is attached hereto as Exhibit

follow

17516781 LL__l



IN WITNESS WHEREOF the undersigned being the sole trustee of the Trust has

executed this Ccrtificate of I3usincss Trust as of the date first above written

STATE OF ThDIANA

SS

FIRST MERCHANTS TRUST COMPANY riot

COUNTY OF MARION

BEFORE ME Notary Public in and for said County and State personally appeared

James Dimitroff known to me to be Vice President of First Merchants Trust Company the

Trustee aforesaid and having been duly sworn executed the foregoing Certificate of Business

Trust for and on behalf of said Trustee

WITNESS my hand and notarial seal this JQ day of December 2012

KJfi3fl$ SATES

Resident of Hamilton County

My Commission Expiies June 282015

My Commission Expires

tJ7tti
Notary Public

Printed

My County of Residence is ________________________

ihis instrument was prepared by Donald Densborn attorney-at-Law One Indiana Square Suite 3500

Indianapolis IN 46240 Telephone 317 713-3500
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REAGAN PARK SENIOR LIVING IRA BUSINESS TRUST

TRUST AGREEMENT

between

REAGAN PARK SENIOR LIVING LLC

and

FIRST MERCHANTS BANK NATIONAL ASSOCIATION
acting by and through its

FIRST MERCHANTS TRUST COMPANY DIVISION
as Trustee

Dated as of December 2012
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TRUST AGREEMENT as amended from time to time this Agreement dated as of

_________ 2012 is between REAGAN PARK SENiOR LIVING LLC an Indiana limited

liability company Transferor and IF1RST MERCHANTS BANK NATIONAL
ASSOCIATION national banking association acting by and through its FIRST

MERCHANTS TRUST COMPANY DIVISIONJ as Trustee First Merchants Trust

Company or Trustee

RECITALS

Transferor is developing through it subsidiary Reagan Park Senior Living AL
LLC senior living community to be known as Reagan Park

In order to finance the development of Reagan Park Transferor has engaged

David Noyes Company the Placement Agent to assist in Transferors offering the

Offering of its 9% Subordinated Debentures Due December 31 2017 the Debentures with

accompanying warrants to purchase membership units in Transferor at SI 000 per unit the

Warrants

In order to accommodate the participation by individual retirement accounts

IRAs in the Offering Transferor desires to form statutory trust the Trust under the

Indiana Business Trust Act IC 23-5-1-I et as amended from time to time the Act to

hold the Warrants and any units of membership interest in the Transferor Units upon exercise

of the Warrants the Warrant Units according to the instructions of the IRAs and the terms of

the Trust

Trustee desires to serve as 1rustee of the lrust

NOW THEREFORE the Transferor and the Trustee hereby form the Trust under the Act

for the uses and purposes and upon the terms and conditions set forth herein

is hereby made to the Glossary of defined terms set forth on Schedule hereto

ARTICLE

Organization

SECTION 1.1 Name The name of the Trust is Reagan Park Senior Living IRA

Business Trust

SECTION 1.2 Office The registered office of the Trust shall be the office of the

Trustee located at 10333 Meridian Street Suite 350 indianapolis Indiana 46290 or at such

other address as the Trustee may designate by written notice to the Transferor and the Holders

from time to time The resident agent in charge of the registered office shall be James

Dimitroff or such other person as the Trustee may designate to the Transferor and the Holders

from time to time Any change in the resident office or registered agent shall be reflected in an

appropriate filing by the Trustee with the Indiana Secretary of State
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SECTION 1.3 Pumose of Trust The Trust is special purpose entity which has been

formed for the sole purpose of providing lawful vehicle for the IRAs indirect investment in the

Warrants and the Warrant Units in the form of the Trust which has elected to be taxed as

corporation under Subchapter of the Code which shall hold and deal in the Warrants and the

Warrant Units for the account of and according to the Instructions of the IRAs as Certificate

Holders and according to the terms of this Agreement the Act and the Code

SECIION 1.4 Powers of Trust The Trust shall have the power to engage in the

following activities and none other

Taking and holding Warrants for the account and benefit Certificate

Holders

Exercising or otherwise dealing in Warrants pursuant to Instructions

Taking and holding any Warrant Units for the account and benefit of

Certificate Holders

Distributing all Net Avails of the Warrants and the Warrant Units to the

Certificate Holders

Voting or consenting in respect of the Warrants and Warrant Units on any

matter as to which the holder thereof would be entitled to vote or consent according to

Instructions or if no Instruction shall have been received according to its discretion

which shall be deemed to include discretion to withhold the vote or consent and

Engaging in those activities including without limitation entering into

agreements which are reasonable necessary or appropriate for the proper exercise of the

foregoing powers are incidental thereto or are necessary to comply with this Agreement

the Act the Code or other applicable law

SECTION 1.5 Appointment of the Trustee The Transferor hereby appoints the Trustee

as trustee of the Trust imbued with all the authority duties rights powers privileges and

immunities as are set forth herein or provided for in the Act the Code or other applicable law

The Trustee hereby accepts the trust hereby created and agrees to perform its express duties

hereunder with respect to such trusts pursuant to the terms of this Agreement

SECTION 1.6 Initial Capital Contribution of Trust Estate Transferor hereby assigns

transfers conveys and sets over in trust to the Trust as of the date hereof the Warrants described

on Schedule 1.6 hereto for the account and benefit of the IRAs set forth on such Schedule The

Trustee hereby acknowledges receipt of such Warrants in trwsi from the Transferor as of the date

hereof which Warrants shall constitute the initial Trust Estate

SECTION 1.7 Declaration of Trust The Trustee hereby declares that it will hold the

Trust Estate in trust upon and subject to the terms and conditions set forth herein for the account

and benefit of the Holders It is the intention of the Transferor and the Holders that the Trust

constitute business trust under the Act and that this Agreement constitute the governing

instrument of such business trust



SECTiON 1.8 Tax Status of Trust It is the intention of the Transferor and the Trust

that solely for income and franchise tax purposes until Certificates are held by more than one

Person the Trust be disregarded as an entity separate from the Transferor At such time as

Certificates are held by more than one Person it is the intention of the Transferor and the

Holders that solely for income and franchise tax purposes the Trust be treated as an association

taxable as corporation under Subchapter of the Code with the assets of such corporation

being the Trust Estate and any other assets held by the Trust from time to time and the

shareholders of such corporation being the Holders each holding shares of separate class

represented by the Certificates The parties agree that unless otherwise required by appropriate

tax authorities until the interests in the Certificates are held by more than one Person the Trust

will not file or cause to be filed annual or other returns reports and other forms consistent with

the characterization of the Trust as an entity separate from the Transferor

SECTION 1.9 Liability of Beneficiaries Except as provided in this Agreement the

Holders shall be entitled to the same limitation of personal liability extended to shareholders of

private corporation-for-profit organized under the Indiana Business Corporation Law IC 23-1-1-

etseg

SECTION 1.10 Title to Trust Proierty Legal title to all the Trust Estate shall be vested

at all times in the Trust as separate legal entity except where applicable law in any jurisdiction

requires title to any part of the Trust Estate to be vested in trustee or trustees in which case title

shall be deemed to be vested in the Trustee

SECTION 1.11 Situs of lrust Subject to Section 3.9 the Trust will be located in

Indiana and administered in the State of Indiana All bank accounts maintained by the Trustee

on behalf of the Trust shall be located in the State of Indiana The Trust shall not have any

employees in any state other than Indiana provided however that nothing herein shall restrict or

prohibit the Trustee from having employees within or without the State of Indiana Payments
will be received by the Trust only in Indiana and payments will be made by the Trust only from

indiana

SECTiON 1.12 Representations and Warranties of the Transferor The Transferor

hereby represents and warrants to the Trustee that

The Transferor is duly organized and validly existing as limited liability

company under the laws of the State of Indiana with power and authority to own its

properties and to conduct its business as such properties are currently owned and such

business is currently conducted

The Transferor has the power and authority to execute and deliver this

Agreement and to carry out its terms the Transferor has full power and authority to

assign the property to be assigned to the Trust and the Transferor has duly authorized

such assignment to the Trust by all necessary action and the execution delivery and

performance of this Agreement have been duly authorized by the Transferor by all

necessary action
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The consummation of the transactions contemplated by this Agreement
and the fulflhlment of the terms hereof do not conflict with result in any breach of any of

the terms and provisions of or constitute with or without notice or lapse of time
default under the Operating AgTeement or any indenture agreement or other instrument

to which the Transferor is party or by which it is bound or result in the creation or

imposition of any lien upon any of its properties pursuant to the terms of any such

indenture agreement or other instrument or violate any law or to the best of the

Transferors knowledge any order rule or regulation applicable to the Transferor of any

court or of any federal or state regulatory body administrative agency or other

governmental instrumentality having jurisdiction over the Transferor or its properties

The Transferor has duly executed and delivered this Agreement and this

Agreement constitutes legal valid and binding obligation of the Transferor enforceable

in accordance with its terms except as enforceability may be subject to or limited by

bankruptcy insolvency reorganization or other similar laws affecting the enforcement of

creditors rights generally and by general principles of equity regardless of whether such

enforcement is considered in proceeding in equity or at law

SECTION 1.13 Organizational Expenses Ongoing Compliance The Transferor shall

pay all organizational expenses of the Trust except as set forth in Section 2.4c all

ongoing expenses of legal compliance as they may arise from time to time including without

limitation the expenses incurred in complying with applicable state and federal securities laws

and the fees charges and expenses of the Trustee as more fully provided in Section 4.1

ARTICLE LI

Beneficial Interests

SECTION 2.1 Initial Ownership Upon the formation of the Trust the Transferor is the

sole beneficiary of the Trust Upon the first issuance of Debenture to an IRA and the

accompanying Warrant to the Trust Transferor shall cease to be beneficiary of the Trust

SECTION 2.2 Certificates Each Certificate shall represent beneficial interest in the

Trust to the extent held for the account of the Holder thereof including the right to receive the

Net Avails of fractional portion of the Trust Estate

SECTION 2.3 Issuance of Additional Certificates Transferor may from time to time

cause the Trustee to issue one or more additional Certificates representing beneficial interests in

the Trust in order to hold Warrants issued in the Offering Warrants issued in substitution or on

transfer of Warrants or Warrant Units issued on exercise of such Warrants

SECTION 2.4 Restrictions on Transfer Certificates may be transferred only in strict

accord with this Section 24

Certificates may not be transferred to any Person that is not United

States Person within the meaning of Code Section 7701a30 or ii any IRA of any

member shareholder manager director officer or employee of the Transferor the

Trustee or any of their respective Affiliates
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Holder desiring to consummate Transfer and the prospective

transferee each execute acknowledge and deliver to the Trustee an investors letter

wherein such transferee makes certain representations and warranties and such

instruments of transfer and assignment with respect to such Transfer and such other

instruments as arc reasonably satisfactory in form and substance to the Transferor to

effect such Transfer and to confirm the agreement of the transferee to be bound by the

provisions of this Agreement

The Holder or the transferee shall have reimbursed Trustee the amount of

all costs and expenses that Trustee reasonably incurs in connection with such Transfer

The Transferor shall have determined to its reasonable satisfaction that the

Transfer will not violate an.y securities laws or any other applicable federal or state laws

or the order of any court having jurisdiction over the Trust or any of its assets

The Transferor shall have determined to its reasonable satisfaction that the

Transfer will not cause the Trust to be classified for United States federal tax purposes

other than as an association taxable as corporation

Each transferee shall be deemed to represent and warrant that it is not

acquiring the Certificate or interest therein with the assets of an employee benefit plan

as defined in Section 33 of the Employee Retirement Income Security Act of 1974 as

amended ERISA whether or not such plan is subject to Title of ERISA or an entity

whose underlying assets include plan assets within the meaning of 29 C.F.R Section

2510.3-101 of any employee benefit pian by reason of such employee benefit plans

investment in such entity

SECTION 2.5 Authentication of the Certificates The Trustee is hereby authorized and

shall execute authenticate and deliver on behalf of the Trust Certificates to Holders in

accordance with the written instructions of the Transferor from time to time Certificates bearing

the manual or facsimile signatures of individuals who were at the time such signatures shall

have been affixed authorized to sign on behalf of the Trust shall be validly issued and shall

entitle the registered Holder thereof to the benefits of this Agreement The Certificates shall be

dated the date of their issuance

SECTION 2.6 Mutilated Destroyed Lost or Stolen Certificates If any mutilated

Certificate shall be surrendered to the Trustee or if the Trustee shall receive evidence to its

satisfaction of the destruction loss or theft of any Certificate and there shall be delivered to

the Trustee such security or indemnity as may be required by the Trustee to hold Trustee

harmless then provided the requirements of Section 8-405 of the UCC are met the Trustee shall

execute authenticate and deliver in exchange for or in lieu of any such mutilated destroyed lost

or stolen Certificate replacement Certificate of like tenor and denomination In connection

with the issuance of any replacement Certificate under this Section 2.6 the Trustee may require

the payment by the Holder thereof of sum sufficient to cover any tax or other governmental

charge that may be imposed in connection therewith Any replacement Certificate issued

pursuant to this Section 2.6 in replacement of any mutilated destroyed lost or stolen Certificate

shall constitute conclusive evidence of beneficial interest in the Trust as if originally issued
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whether or not the mutilated lost stolen or destroyed Certificate shall be found at any time and

shall be entitled to all the benefits of this Agreement

SECTION 2.7 Persons Deemed Holders Trustee may treat the Person in whose name

any Certificate shall be registered in the Certificate Register as of the day of determination as

the owner of such Certificate for all purposes whatsoever and shall not be bound by any notice

information or evidence to the contrary

SECTION 2.8 Access to List of Holders Names and Addresses The Trustee shall

furnish or cause to be furnished to the Transferor promptly after receipt by the Trustee of

written request therefor from the Transferor list in such form as the Transferor may

reasonably require of the names and addresses of the Holders If Holder applies in wrIting to

the Trustee and such application states that the Holder desires to communicate with other

Holders with respect to their rights under this Agreement or under the Certificates and such

application shall be accompanied by copy of the communication that such Holder proposes to

transmit then the Trustee shall within five Business Days after the receipt of such

application afford such Holder access during normal business hours to the current list of

Holders Each Holder exonerates Transferor and Trustee from any and all liability premised

upon their disclosure of the Holders name and/or address pursuant to this Section 2.8

SECTiON 2.9 Maintenance of Office or Aaencv Trustee shall cause to be kept

register the Certificate Register in which subject to such reasonable regulations as it may

prescribe the Trustee shall provide for the registration of Certificates and the registration of

transfers of Certificates

SECTION 2.10 Payments The Trustee shall

Hold any sums held by it for the payment of amounts due with respect to

the Certificates in trust for the benefit of the Persons entitled thereto until such sums shall

be paid to such Persons or otherwise disposed of as herein provided and pay such sums to

such Persons as herein provided

Comply with all requirements of the Code and any applicable State law

with respect to the withholding from any payments made by it on any Certificates of any

applicable withholding taxes imposed thereon and with respect to any applicable

reporting requirements in connection therewith and

Provide to the Transferor and the Holders upon request such information

in its possession as is required to be delivered under the Code or other applicable law

ARTICLE III

The Trustee

SECTION 3.1 General Authority of Trustee The Trustee is authorized and directed to

execute and deliver each Certificate and each other document to which the Trust is party in

each case in such form as the Transferor shall approve as evidenced conclusively by the

Trustees execution thereof
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SECTION 3.2 General Duties of Trustee It shall be the duty of the Trustee to discharge

or cause to be discharged all of its responsibilities pursuant to this Agreement and the other

documents to which the Trust is party and to administer the Trust in the interest of the Holders

and in accordance with this Agreement The Trustee shall disburse all moneys actually received

by it constituting part of the Trust Estate upon the terms of this Agreement

SECTION 3.3 Administrator The Transferor and Trustee acknowledge and agree that

the Trustee with the consent of the Transferor may appoint an Administrator to perform the

administrative responsibilities of the Trustee hereunder Such Administrator would be

authorized to execute on behalf of the Trust all such documents reports filings instruments

certificates and opinions as it shall be the duty of the Trust to prepare file or deliver pursuant to

this Agreement and the Operating Agreement Upon written request the Trustee shall execute

on behalf of the Trust and deliver to the Administrator power of attorney appointing the

Administrator as the Trusts agent and attorney-in-fact to execute all such documents reports

filings instruments certificates and opinions

SECTION 3.4 Action upon Instructions

Subject to the limitations set forth in this Agreement each Holder by

written instruction each an Instruction may direct the Trustee in the management of

that portion of the Trust Estate held for the account of such Holder Without limiting the

generality of the foregoing Holder may instruct the Trustee on all matters related to the

Warrants and Warrant Units held for such Holders account including without

limitation the exercise of the Warrant voting or consenting under any such Warrant or

Warrant Unit the Transfer of any such Warrant or Warrant Unit and the distribution of

the after-tax proceed of any such Transfer

The Trustee shall not be required to take any action hereunder or under

any Transaction Document if the Trustee shall have reasonably determined or shall have

been advised by counsel that such action is likely to result in liability on the part of the

Trustee or is contrary to the terms of this Agreement or contrary to law

Whenever the Trustee is unable to decide between alternative courses of

action permitted or required by this Agreement the Trustee shall promptly give notice to

the affected Holder or Holders requesting Instruction as to the course of action to be

adopted and to the extent the Trustee acts in good faith in accordance with such

Instruction the Trustee shall not be liable on account of such action to any Person If the

Trustee shall not have received Instruction within ten 10 days of such notice or within

such shorter period of time as reasonably may be specified in such notice or may be

necessary under the circumstances it may but shall be under no duty to take or refrain

from taking such action not inconsistent with this Agreement or applicable law as it

shall deem to be in the best interests of the affected Holder or Ilolders and shall have no

liability to any Person for such action or inaction

In the event that the Trustee is unsure as to the application of any

provision of this Agreement or any such provision is ambiguous as to its application or

is or appears to be in conflict with any other applicable provision or in the event that
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this Agreement permits determination by the Trustee or is silent or is incomplete as to

the course of action that the Trustee is required to take with respect to particular set of

facts the Trustee may give notice to the affected Holder or Holders requesting Instruction

and to the extent that the Trustee acts or refrains from acting in good faith in accordance

with any such Instruction received the Trustee shall not be liable on account of such

action or inaction to any Person If the Trustee shall not have received Instruction within

ten 10 days of such notice or within such shorter period of time as reasonably may be

specified in such notice or may be necessary under the circumstances it may but shall

be under no duty to take or refrain from taking such action not inconsistent with this

Agreement or applicable law as it shall deem to be in the best interests of the affected

Holder or Holders and shall have no liability to any Person for such action or inaction

SECTiON 3.5 No Duties Except as Specified in this Agreement or in instructions The

Trustee shall not have any duty or obligation to manage make any payment with respect to

register record sell dispose of or otherwise deal with the Trust Estate or to otherwise take or

refrain from taking any action under or in connection with any document contemplated hereby

to which the Trustee is party except as expressly provided by this Agreement or in an

Instruction received by the Trustee pursuant to Section 3.4 and no implied duties or obligations

shall be read into this Agreement against the Trustee

SECTION 3.6 Restrictions The Trustee shall not take any action that is

inconsistent with the purposes of the Trust set forth in Section 1.3 that exceeds the powers of

the Trust set forth in Section 1.4 or that to the actual knowledge of the Trustee would result

in the Trust becoming treated other than as an association taxable as corporation for Federal

income tax purposes Neither the Transferor nor any 1-lolder shall direct the Trustee to take

action that would violate this Section

SECTION 3.7 Prior Notice to Holders with Respect to Certain Matters With respect to

the following matters the Trustee shall not take action unless at least thirty 30 days prior to the

taking of such action the Trustee shall have notified the Holders in writing of the proposed

action and none of the Holders shall have objected to such action in writing to the Trustee prior

to the thirtieth 30 day after such notice is given

The initiation of any claim or lawsuit by the Trust except claims or

lawsuits brought in connection with the collection of the Trust Estate and the

compromise of any action claim or lawsuit brought by or against the Trust except with

respect to the aforementioned claims or lawsuits for collection of Trust Estate

The election by the Trust to file an amendment to the Certificate of Trust

unless such amendment is required under the Act or

The commencement of voluntary proceeding in bankruptcy relating to

the Trust

SECTION 3.8 Tax Returns The Trustee shall prepare and timely file or cause to be

prepared and timely filed all tax returns required to be filed for the Trust The Trustee shall

have the authority to make any and all elections for Federal state and local tax purposes
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including without limitation any election if permitted by applicable law to extend the

statute of limitations for assessment of tax deficiencies against the Holders with respect to

adjustments to the Holders Federal state local or foreign tax returns relating to items allocated

to such Holder from the Trust and to the extent provided in Sections 6221 through 6231 of

the Code to represent the Irust and the Holders before taxing authorities or courts of competent

jurisdiction in tax matters affecting the Trust and the Holders in their capacity as Holders and to

file any tax returns and execute any documents relating to or affecting such tax matters

including agreements or other documents that affect the rights of the Trust and the Holders

Expenses incurred by the Trustee shall be borne by the Trust

SECTION 3.9 Trust Accounts There shall be established on the books of the Trust for

each Holder an account Trust Account which shall be maintained and adjusted by the

Trustee as provided in this Section 3.9 Each Trust Account shall include

All Warrants deposited for the account of such Holder

All Warrant Units received by the Trustee on exercise of such Warrants

and

All Net Avails of such Warrant Units

In the event that any Certificate is transferred in accordance with the provisions of this

Agreement the transferee of such Certificate shall succeed to the portion of the Trust Account

attributable to such Certificate

SECTiON 3.10 Fiscal Year Except as otherwise required by the Code the Fiscal Year

of the Trust for tax and accounting purposes shall be the 12 month or shorter period ending on

the last day of December of each year

SECTION 3.11 WithhoLding Requirements Notwithstanding any provision herein to the

contrary the Trustee is authorized to take any and all actions that it reasonably determines to be

necessary or appropriate to insure that the Trust satisfies any and all withholding and tax

payment obligations under Section 1441 1445 1446 or any other provision of the Code or other

applicable law

SECTION 3.12 Method of Accounting The Trust shall use the accrual method of

accounting in preparation of its financial statements reports and for tax purposes and shall keep

its books and records accordingly

SECTION 3.13 Furnishing of Documents The Trustee shall furnish to the Holders

promptly upon receipt but in any event not more than five Banking Days after such receipt

dupLicates or copies of all reports notices requests demands certificates financial statements

and any other instruments furnished to the Trustee under or in connection with the Warrants or

the Operating Agreement

SECTION 3.14 Trustee May Not Own Warrants or Units First Merchants Trust

Company and each institutional successor Trustee shall refrain from becoming an owner or

pledgee of any Warrants or Units other than in its fiduciary capacity hereunder or otherwise
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extend credit to the Trust Except as provided in the immediately preceding sentence First

Merchants Trust Company or any institutional successor Trustee in its personal capacity may
deal with the Transferor or the Holders in banking relationships and transactions to the same

extent and with the same rights as it would have if it were not the Trustee

SECTION 3.15 Representations and Warranties of Trustee The Trustee hereby

represents and warrants to the Transferor and the Holders that

It is trust company duly organized and validly existing in good standing

under the laws of the State of Indiana with the requisite corporate power and authority to

execute deliver and perform its obligations under this Agreement

It has taken all corporate action necessary to authorize the execution and

delivery of this Agreement by the signers hereof on its behalf

The execution and delivery of this Agreement the consummation of the

transactions contemplated by this Agreement and the fulfillment of the terms hereof do

not conflict with result in any breach of any of the terms and provisions of or constitute

with or without notice or lapse of time default under the certificate of incorporation

or by-laws of the Trustee or to the best of its knowledge without independent

investigation on its part any indenture agreement or other instrument to which the

Trustee is party or by which it is bound or violate any Federal or state law governing

the banking or trust powers of the Trustee or to the best of the Trustees knowledge

violate any order rule or regulation applicable to the Trustee of any court or of any

Federal or state regulatory body administrative agency or other governmental

instrumentality having jurisdiction over the Trustee or its properties and

This Agreement assuming due authorization execution and delivery by

the Transferor constitutes valid legal and binding obligation of the Trust enforceable

against it in accordance with the terms hereof subject to applicable bankruptcy

insolvency reorganization moratorium and other laws affecting the enforcement of

creditors rights generally and to general principles of equity regardless of whether such

enforcement is considered in proceeding in equity or at law

SECTION 3.16 No Representation The Trustee shall have no responsibility or liability

for or with respect to the legality validity and enforceability of any asset comprising the Trust

Estate or for or with respect to the sufficiency of the Trust Estate or for its ability to generate

moneys to be distributed to the Holders under this Agreement nor does the Trustee make any

warranty concerning the existence or condition of or title to any such assets the

existence and enforceability of any insurance thereon the validity of the assignment of any

such asset to the Trust the completeness of any such asset the performance or

enforcement of any such asset or the compliance by the Transferor with any warranty or

representation made under the Operating Agreement or any other document or instrument

SECTION 3.17 Reliance Advice of Counsel

Except to the extent otherwise provided in Section 3.19 the Trustee shall

incur no liability to anyone in acting upon any signature instrument notice resolution
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request consent order certificate report opinion bond or other document or paper

whether in its original or facsimile form believed by it to be genuine and believed by it

to be signed by the proper party or parties The Trustee may accept certified copy of

resolution of the board of directors or other governing body of any party as conclusive

evidence that such resolution has been duly adopted by such body and that the same is in

full force and effect As to any fact or matter the method of the determination of which is

not specifically prescribed herein the Trustee may for all purposes hereof rely on

certificate signed by the president any vice president the treasurer or other authorized

officers of the relevant party as to such fact or matter and such certificate shall constitute

full protection to the Trustee for any action taken or omitted to be taken by it in good

faith in reliance thereon

in the exercise or administration of the trust hereunder and in the

performance of its duties and obligations under this Agreement or the Operating

Agreement the Trustee may act directly or through its agents or attorneys pursuant to

agreements entered into with any of them and the Trustee shall not be liable for the

conduct or misconduct of such agents or attorneys if such agents or attorneys shall have

been selected by the Trustee with reasonable care and ii may consult with counsel

accountants and other skilled Persons to be selected with reasonable care and employed

by it The Trustee shall not be liable for anything done suffered or omitted in good faith

by it in accordance with the written opinion or advice of any such counsel accountants or

other such Persons and which opinion or advice states that such action is not contrary to

this Agreement or the Operating Agreement

SECTION 3.18 Not Acting in Personal Capacity In accepting and administering the

trusts hereby created First Merchants Trust Company acts not personally but solely as the

Trustee hereunder and all Persons having any claim against the Trustee by reason of the

transactions contemplated by this Agreement the Warrants or the Operating Agreement shall

look only to the Trust Estate for payment or satisfaction thereof

SECTION 3.19 Exoneration of the Trustee The Trustee shall not under any

circumstances be answerable or accountable hereunder or under any Warrant including any

Notice of Exercise thereof excent for its own gross negligence or willful misconduct for

the breach of this Agreement or the Operating Agreement and for breach of the

representations or warranties contained in Section 3.15 hereof Without limiting the generality

of the foregoing subject to the exceptions set forth in the preceding sentence

The Trustee shall not be liable for any error of judgment made in good

faith by responsible officer of the Trustee unless it is proved that the Trustee was

grossly negligent in ascertaining the pertinent facts used to make that judgment

The Trustee shall not be liable with respect to any action taken or omitted

to be taken by it in accordance with any Instruction

No provision of this Agreement shall require the Trustee to expend or risk

any of its own funds or otherwise incur any financial liability in the performance of any

of its duties hereunder unless the Trustee shall have determined to its reasonable
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satisfaction that repayment of such funds is assured or that adequate indemnity against

such risk or liability has been provided to it

Under no circumstances shall the Trustee be liable for any indebtedness of

the Transferor or any Holder

The Trustee shall not be responsible for or in respect of the validity or

sufficiency of this Agreement or for the due execution hereof by the Transferor or for the

form character genuineness sufficiency value or validity of any of the Trust Estate or

for or in respect of the validity or sufficiency of the Operating Agreement other than the

Certificates and the Trustee shall in no event assume or incur any liability duty or

obligation to any Holder except as expressly provided for herein

The Trustee shall not be liable for the default or misconduct of the

Transferor any Holder or otherwise

The Trustee shall be under no obligation to act or exercise any of the

rights or powers vested in it by this Agreement or to institute conduct or defend any

litigation under this Agreement or otherwise or in relation to this Agreement or any

Transaction Document at the request order or direction of any Person unless such

Person offered to the Trustee security or indemnity satisfactory to it against the costs

expenses and liabilities that may be incurred by the Trustee therein or thereby The right

of the Trustee to perform any discretionary act enumerated in this Agreement or in any

Transaction Document shall not be construed as duty and the Trustee shall not be

answerable for other than its gross negligence or willful misconduct in the performance

of any such act and

The Trustee shall not be responsible for the preparation or review of any

disclosure materials related to the Offering nor shall it have any liability with respect to

the adequacy of disclosure or for any statement made in such offering materials or any

omission therefrom

SECTION 3.20 Indemnification The Transferor shall be liable as primary obligor for

and shall indemnify First Merchants Trust Company and its officers directors employees

agents attorneys insurers successors assigns collectively the Indemnified Parties from and

against any and all liabilities obligations losses damages taxes claims actions and suits and

any and all reasonable costs expenses and disbursements including reasonable legal fees and

expenses of any kind and nature whatsoever collectively Expenses which may at any time

be imposed on incurred by or asserted against the Trustee or any other Indemnified Party in any

way relating to or arising out of this Agreement any Warrant the Operating Agreement the

Trust Estate the administration of the Trust Estate or the action or inaction of the Trustee

hereunder except only that the Transferor shall not be liable for or required to indemnifS an

Indemnified Party from and against Expenses arising or resulting from such Indemnified

Partys own gross negligence or willful misconduct the breach of this Agreement or the

Operating Agreement in its capacity as Trustee or the breach of any representation or

warranty contained in Section 3.15 The indemnities contained in this Section shall survive the

resignation or termination of the Trustee or the termination of this Agreement In any event of
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any claim action or proceeding for which indemnity will be sought pursuant to this Section the

Trustees choice of legal counsel shall be subject to the approval of the Transferor which

approval shall not be unreasonably withheld

SECTION 3.21 Damage Waiver Force Majeure In no event shall First Merchants Trust

Company be personally liable for special consequential or punitive damages for the acts

or omissions of its nominees correspondents clearing agencies or securities depositories for

the acts or omissions of brokers or dealers for the acts or omissions of the Transferor or any

Holder and for any losses due to forces beyond the control of First Merchants Trust

Company including without limitation strikes work stoppages acts of war or terrorism

insurrection revolution nuclear or natural catastrophes or acts of God and interruptions loss or

malfunctions of utilities communications or computer software and hardware services

ARTICLE IV

Compensation of Trustee

SECTION 4.1 Trustees Fees and Expenses The Trustee shall receive as compensation

for its services hereunder such fees as have been separately agreed between the Transfemr and

the Trustee and the Trustee shall be entitled to be reimbursed by the Transferor for its other

reasonable out-of-pocket expenses hereunder including the reasonable disbursements of such

agents representatives experts and counsel as the Trustee may employ in connection with the

exercise and performance of its rights and its duties hereunder

SECTION 4.2 Payments to the Trustee Any amounts paid to the Trustee pursuant to

Section 3.20 or this Article shall not be deemed part of the Trust Estate Any amounts owed

but not paid to the Trustee pursuant to Section 20 or this Article IV shall constitute claim

against the Trust Estate

ARTICLE

Termination of Trust Agreement

SECTION 5.1 Termination of Trust Agreement

The Trust shall dissolve promptly upon its ceasing to hold Warrants or

Warrant Units the Trust Termination Date

After satisfaction of liabilities of the Trust as provided by applicable law

including Act any money or other property held as part
of the Trust Estate following

such distribution shall be distributed to the Holders

Except as provided in Section 5.1a neither the Transferor nor any

Holder shall be entitled to dissolve revoke or terminate the Trust

Upon the dissolution of the Trust and the payment of all liabilities of the

Trust in accordance with applicable law the Trustee shall surrender its authority with the

Indiana Secretary of State in accordance with the provisions of the Act at which time the

Trust and this Agreement other than Section 3.20 shall terminate

17497294
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SECTION 5.2 Non-terminating Events The bankruptcy liquidation dissolution

termination death or incapacity of the Transferor or any Holder shall not operate to terminate

this Agreement or annul dissolve or terminate the Trust entitle the Transferors legal

representatives or heirs to claim an accounting or to take any action or proceeding in any court

for partition or winding up of all or any part
of the Trust or Trust Estate or otherwise affect

the rights obligations and liabilities of the parties hereto

ARTICLE VI

Successor Trustees and Additional Trustees

SECTION 6.1 Eli jibi1ity Requirements for the Trustee The Trustee at all times shall

be bank within the meaning of the Investment Company Act of 1940 as amended be

authorized to exercise corporate trust powers have capital and surplus of at least

5O0O00OO and be subject to supervision or examination by Federal or State authorities At

all times the Trustee of the Trust shall satisfy any and all requirements of the Act respecting

eligibility of the Trustee in case at any time the Trustee shall cease to be eligible in accordance

with this Section the Trustee shall resign immediately in the manner and with the effect

specified in Section 6.2

SECTION 6.2 Resignation of the Trustee The Trustee at any time may resign and be

discharged from the trusts hereby created by giving written notice thereof to the Transferor and

the Holders If no successor Trustee shall have been so appointed and have accepted

appointment within thirty 30 days after the giving of such notice of resignation the resigning

Trustee may petition any court of competent jurisdiction for the appointment of successor

Trustee

SECTION 6.3 Removal of the Trustee If at any time the Trustee shall cease to be

eligible in accordance with Section 6.1 and shall fail to resign after written request therefor by

the Transferor or by any Holder or if at any time the Trustee shall be legally unable to act or

shall be adjudged bankrupt or insolvent or receiver of the Trustee or of its property shall be

appointed or any public officer shall take charge or control of the Trustee or of its property or

affairs for the purpose of rehabilitation conservation or liquidation then the Transferor on

behalf of the Trust may remove the Trustee If the Transferor on behalf of the Trust shall

remove the Trustee under the authority of the preceding sentence the Transferor on behalf of

the Trust shall promptly appoint successor Trustee by written instrument in duplicate one

copy of which instrument shall be delivered to the outgoing Trustee so removed and one copy to

the successor Trustee and pay all fees owed to the outgoing Trustee

SECTION 6.4 Effective Date Any resignation or removal of the Trustee and

appointment of successor Trustee pursuant to this Article VI shall not become effective until

acceptance of appointment by the successor Trustee pursuant to Section 6.5 The Transferor

shall provide notice of such resignation or removal of the Trustee to each of the Holders

SECTiON 6.5 Successor Trustee Any successor Trustee appointed pursuant to this

Article VI shall execute acknowledge and deliver to the Transferor and to its predecessor

Trustee an instrument accepting such appointment under this Agreement and thereupon the

resignation or removal of the predecessor Trustee shall become effective and such successor

17497294 14



Trustee without any further act deed or conveyance shall become fully vested with all the

rights powers duties and obligations of its predecessor under this Agreement with like effect as

if originally named as the Trustee The predecessor Trustee shall deliver to the successor Trustee

all documents and statements and monies held by it under this Agreement and the predecessor

Trustee shall execute and deliver such instruments and do such other things as may reasonably

be required for fully and
certainly vesting and confirming in the successor Trustee all such rights

powers duties and obligations No successor Trustee shall accept appointment as provided in

this Section unless at the time of such acceptance such successor Trustee shall be eligible

pursuant to Section 6.1 Upon acceptance of appointment by successor Trustee pursuant to this

Section the Transferor shall mail notice of such appointment to each of the Holders If the

Transferor shall fail to mall such notice within ten 10 days after acceptance of appointment by

the successor Trustee the successor Trustee shall cause such notice to be mailed at the expense

of the Transferor

SECTION 6.6 Merger or Consolidation of the Trustee Any corporation or other entity

into which the Trustee may be merged or converted or with which it may be consolidated or any

corporation resulting from any merger conversion or consolidation to which the Trustee shall be

party or any corporation succeeding to all or substantially all of the corporate trust business of

the Trustee shall be the successor of the Trustee hereunder provided that such corporation shall

be eligible pursuant to Section 6.1 without the execution or filing of any instrument or any

further act on the part of any of the parties hereto anything herein to the contrary

notwithstanding

ARTICLE VII

Miscellaneous

SECTION 7.1 Amendments to this Agreement

This Agreement may be amended at any time and from time to time in writing

signed by the Trustee the Transferor and Holders of Certificates representing 2I3 of the

fractional beneficial interests in the Trust Estate determined by reference to the number of

Warrant Units purchased andlor purchasable for the benefit of Holders

Without the consent of any Holder the Transferor and the Trustee at any time and

from time to time may enter into one or more amendments or supplements hereto in form and

substance satisfactory to the Trustee for any of the following purposes

to add to the conditions limitations or restrictions on the authorized

amount terms arid purposes of the issue authentication and delivery of the Certificates

ii to modify the restrictions on and procedures for resales and other transfers

of the Certificates to reflect any changes in applicable law or regulation or the

interpretation thereof or to enable the Trust to rely upon any exemption from registration

under the Exchange Act or the Investment Company Act or to remove restrictions on

resale and transfer to the extent not required under such exemption

iii to correct any inconsistency cure any ambiguity correct any

typographical error or supplement any provision herein or in any supplemental indenture

1749729.8
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that may be inconsistent with any other provision herein or in the Offering Memorandum

or any offering memorandum relating to the Certificates

iv to take any action commercially reasonably necessary or advisable to

prevent the Trust from being subject to withholding or other taxes fees or assessments or

to prevent the Trust from being subject to any tax imposed on net income basis or

to evidence or implement any changes hereto required by applicable law

and related regulations or guidelines including without limitation the USA PATRIOT
Act

Notwithstanding any contrary provision hereof no such amendment or

supplement shall be made or become effective without the written consent of each Holder that

would be inequitably affected thereby

It shall not be necessary for any Holder under this Section to consent to the

particular form of any proposed amendment but it shall be sufficient if the Holders shall consent

to the substance thereof The manner of obtaining such consents and any other consents of the

Holders provided for in this Agreement or in any other Transaction Document and of

evidencing the authorization of the execution thereof by the Holders shall be subject to such

reasonable requirements as the Trustee may provide

Promptly after the execution by the Transferor and the Trustee of any amendment

or supplement pursuant to this Section the Trustee shall mail to the Holders notice setting forth

in general terms the substance of such amendment or supplement Any failure of the Trustee to

mail such notice or such document or any defect therein shall not however in any way impair

or affect the validity of any such amendment

Promptly after the execution of any amendment to the Certificate of Trust the

Trustee shall cause the filing of such amendment with the Secretary of State of the State of

Indiana

The Trustee may but shall not be obligated to enter into any such amendment

that affects the Trustees own rights duties or immunities under this Agreement or otherwise

SECTION 7.2 Amendments etc. to Warrant or Operating Agreement The Trustee in

its capacity as holder of Warrant or Warrant Unit for the benefit of Holder will follow the

instructiOn of such Holder with respect to any request that the Trustee consent or agree to

amendment modification waiver supplement termination or surrender under the terms of such

Warrant or the Operating Agreement as the case may be or waive timely performance or

observance by any party of its obligations under such Warrant or the Operating Agreement

SECTION 7.3 No Legal Title to Trust Estate in the Transferor Neither the Transferor

nor any Holder shall have legal title to any part of the Trust Estate No transfer by operation of

law or otherwise of any right title or interest of any Holder in to and under its ownership

interest in the Trust Estate shall operate to terminate this Agreement or the trusts hereunder or

entitle any transferee to an accounting or to the transfer to it of legal title to any part of the Trust

Estate

C2
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SECTION 7.4 Binding Effect Third Party Benefii Limitations on Rights of Others

This Agreement is for the benefit of the Trustee the Transferor and the Holders and may not be

amended without the consent of the Holders except as otherwise provided in Section 7.1

Nothing in this Agreement whether express or implied shall be construed to give to any other

Person any legal or equitable right remedy or claim in the Trust Estate or under or in respect of

this Agreement or any covenants conditions or provisions contained herein

SECTION 7.5 Notices Unless otherwise expressly specified or permitted by the terms

hereof all notices shall be in writing personally delivered or mailed by certified mail postage

prepaid and return receipt requested and shall be deemed to have been duly given upon receipt

if to the Trustee addressed to its address established pursuant to Section 1.2 and ii if to the

Transferor addressed to 420 North Rangeline Road Carmel Indiana 46032 Attention

President Either party may change its address for notice by notice to the other party in

accordance with this Section 7.5

SECTION 7.6 Severability Any provision of this Agreement that is prohibited or

unenforceable in any jurisdiction shall as to such jurisdiction be ineffective to the extent of such

prohibition or unenforceability without invalidating the remaining provisions hereof and any

such prohibition or unenforceability in any jurisdiction shall not invalidate or render

unenforceable such provision in any other jurisdiction

SECTION 7.7 Counterparts This Agreement may be executed by the parties hereto in

separate counterparts each of which when so executed and delivered shall be an original but all

such counterparts shall together constitute but one and the same instrument

SECTION 7.8 Successors and Assigns This Agreement and any Instruction request

notice direction consent waiver or other instrument or action by the Holders shall be binding

upon the Trustee and the Transferor and their respective successors and permitted assigns and

this Agreement shall inure to the benefit of the Trustee the Transferor the Holders and their

respective successors and assigns

SECTION 7.9 No Recourse Holders by accepting the Certificates or its interest

therein acknowledge that the Certificates represent beneficial interests in the Trust only and the

Certificates do not represent interests in or obligations of the Trustee the Transferor or any

Affiliate of either and no recourse may be had against such parties or their assets except as may
be expressly set forth in this Agreement

SECTION 7.10 Headings The headings of the various Articles and Sections herein are

for convenience of reference only and shall not define or limit any of the terms or provisions

hereof

SECTION 7.11 Governing Law Consent to Jurisdiction Waiver of Jury Trial

THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE
WITH THE LAWS OF THE STATE OF INDIANA WITHOUT REFERENCE TO ITS

CONFLICT OF LAW PROVISIONS AND THE OBLIGATIONS RIGHTS AND
REMEDIES OF THE PARTIES HEREUNDER SHALL BE DETERMINED IN

ACCORDANCE WITH SUCH LAWS
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EACH PARTY HERETO HEREBY CONSENTS AND AGREES THAT
THE STATE OR FEDERAL COURTS LOCATED iN INDIANA SHALL HAVE
JURISDICTION TO HEAR AND DETERMINE ANY CLAIMS OR DISPUTES

BETWEEN THEM PERTAINING TO THIS AGREEMENT OR TO ANY MATTERS

ARISING OUT OF OR RELATING TO THIS AGREEMENT PROVIDED THAT
EACH PARTY HERETO ACKNOWLEDGES THAT ANY APPEALS FROM THOSE
COURTS MAY HAVE TO BE HEARD BY COURT LOCATED OUTSIDE OF
INDIANA EACH PARTY HERETO SUBMITS AND CONSENTS iN ADVANCE TO

SUCH JURISDICTION IN ANY ACTION OR SUIT COMMENCED IN ANY SUCH

COURT AND EACH PARTY HERETO HEREBY WAIVES ANY OBJECTION

THAT SUCH PARTY MAY HAVE BASED UPON LACK OF PERSONAL

JURISDICTION IMPROPER VENUE OR FORUM NON CONVENIENS AND
HEREBY CONSENTS TO THE GRANTING OF SUCH LEGAL OR EQUITABLE
RELIEF AS IS APPROPRIATE BY SUCH COURT

BECAUSE DISPUTES ARISING IN CONNECTION WITH COMPLEX
FINANCIAL TRANSACTIONS ARE MOST QUICKLY AND ECONOMICALLY
RESOLVED BY AN EXPERIENCED AND EXPERT PERSON AND THE PARTIES

WISH APPLICABLE STATE AND FEDERAL LAWS TO APPLY RATHER THAN
ARBITRATION RULES THE PARTIES DESiRE THAT THEIR DISPUTES BE
RESOLVED BY JUDGE APPLYING SUCH APPLICABLE LAWS THEREFORE
TO ACHIEVE THE BEST COMBINATION OF THE BENEFITS OF THE JUDICIAL

SYSTEM AND OF ARBITRATION THE PARTIES HERETO WAIVE ALL RIGHT

TO TRIAL BY JURY IN ANY ACTION SUIT OR PROCEEDING BROUGHT TO

RESOLVE ANY DISPUTE WHETHER SOUNDING IN CONTRACT TORT OR

OTHERWISE ARISING OUT OF CONNECTED WITH RELATED TO OR

INCIDENTAL TO THE RELATIONSHIP ESTABLISHED AMONG THEM IN

CONNECTION WITH THIS AGREEMENT OR THE TRANSACTIONS

CONTEMPLATED HEREBY

follow
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IN WITNESS WHEREOF the parties hereto have caused this Trust Agreement to be

duly executed as of the day and year first above written

FIRST MERCHANTS BANK NATIONAL

ASSOCIATION acting by and through its FIRST

MERCHANTS TRUST COMPANY DIVISION

not personally as as aforesaid

esM.Dim

1749729.4
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SCHEDULE

GLOSSARY OF DEFINED TERMS

Act is defined in the Recitals

Affiliate means with respect to any Person any Person or group of Persons acting in

concert in
respect of the Person in question that directly or indirectly controls or is controlled by

or is under common control with such Person For the purposes of this definition control

including with correlative meaning the terms controlled by and under common control

with as used with respect to any Person or group of Persons shall mean the power to direct or

cause the direction of the management and policies of such Person whether through the

ownership of voting securities by contract or otherwise

Agreement is defined in the Preamble

Banking Day means day on which First Merchants Bank National Association or its

successor in interest is open for the conduct of the conduct of its general banking business

Certificate means the certificates substantially in the form of Exhibit attached

hereto representing fractional beneficial interest in the Trust

Certificate of Trust means the certificate of trust for the Trust filed with the Secretary

of State of Indiana of even date with this Agreement

Certificate Register is defined in Section 2.9

Code means the Internal Revenue Code of 1986 as amended from time to time and the

Treasury Regulations

Debentures is defined in the Recitals

ERISA is defined in Section 2.4f

Expenses is defined in Section 3.20

Holder means holder of Certificate

IRAs is defined in the Recitals

Indemnified Parties is defined in Section 3.20

Instruction is defined in Section 3.4a

Net Avails means as of any date all cash or other property received by the Trustee

which
represents

distributions in respect of such the Warrants or Warrant Units held in the

Trust Account of any Holder or payments made in redemption of any such Warrants or

Warrant Units less any payment or provision for payment of any state federal or other income
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or excise taxes in respect thereof any reserve reasonably determined by Trustee to provide

for the payment or reimbursement of Expenses pending indemnification therefor by Transferor

Offering is defined in the Recitals

Operating Agreement means the Amended and Restated Operating Agreementi of the

Transferor dated of even date with this Agreement as the same may be amended from time to

time

Person means an individual corporation partnership limited liability company
association trust organization government governmental agency political subdivision or other

entity

Placement Agent is defined in the Recitals

Transfer means as noun any transfer sale assignment exchange charge pledge

gift hypothecation conveyance encumbrance or other disposition whether direct or indirect

voluntary or involuntary by operation of law or otherwise and as verb directly or indirectly

voluntarily or involuntarily by operation of law or otherwise to transfer sell assign exchange

charge pledge give hypothecate convey encumber or otherwise dispose of

Transferor is defined in the Preamble.

Treasury Regulations means regulations including proposed or temporary regulations

promulgated under the Code References to specific provisions of proposed or temporary

regulations shall include analogous provisions of final Treasury Regulations or other successor

Treasury Regulations

Trust means the Reagan Park Senior Living IRA Business Trust

Trust Account is defined in Secuon 3.9

Trust Estate means all right title and interest of the Trust in and to the Warrants

Warrant Units property and rights assigned to the Trust all monies investment property

instruments and other property on deposit from time to time in the Trust Accounts and all other

property of the Trust from time to time including any rights of the Trustee and the Trust

pursuant to the Operating Agreement

Trust Termination Date is defined in Section 5.1a

Trustee means First Merchants Trust Company not personally but solely as trustee of

the Trust

Unit is defined in the Recitals and includes Warrant Units

Warrant Units is defined in the Recitals

Warrants is defined in the Recitals
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EXHIBIT
to Trust Agreement

TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW THIS CERTIFICATE

OR ANY INTEREST HEREIN MAY NOT BE TRANSFERRED TO ANY PERSON
EXCEPT IN ACCORDANCE WITH THE TRUST AGREEMENT

R-

REAGAN PARK SENIOR LiVING IRA BUSINESS TRUST
COMMON TRUST CERTIFICATE

evidencing fractional interest in the Trust as defined below the property of which includes

Warrants and Warrant Units issued from time to time by Reagan Park Senior Living LLC

This Certificate does not represent an interest in or obligation of Reagan Park Senior

Living LLC the Trustee as defined below or any of their respective Affiliates except to the

extent described below

THIS CERTIFIES THAT ___________ ___________ is the owner of nonassessable

fully-paid beneficial interest in the Reagan Park Senior Living IRA Business Trust the Trust
formed by Reagan Park Senior Living LLC an Indiana limited liability company the

Transferor

The Trust was created pursuant to Trust Agreement dated as of _________ 2012 as
the same may be amended from time to time the Trust Agreement between the Transferor and

First Merchants Bank National Association acting by and through its First Merchants Trust

Company Division not personally but solely as trustee of the Trust the Trustee To the

extent not otherwise defined herein the capitalized terms used herein have the meanings

assigned to them in the Trust Agreement This Certific.ate is one of the duly authorized

Certificates designated as Common Trust Certificates herein called the Common Trust

Certificates issued under and subject to the terms provisions and conditions of the Trust

Agreement to which the Holder of this Common Trust Certificate by virtue of the acceptance

hereof assents and by which the Holder is bound

It is the intent of the Transferor and the Holder of the Certificates that solely for

purposes of Federal income State and local income and franchise and any other income taxes

measured in whole or in part by income until the interest in the Certificates as defined in the

Trust Agreement are held by more than one Person the Trust be disregarded as an entity

separate from its owner At such time that the interests in the Certificates are held by more than

one Person it is the intent of the Transferor and the Holders that solely for purposes of Federal

income State and local income and franchise and any other income taxes measured in whole or

in
part by income the Trust be treated as an association taxable as corporation under

Subchapter of the Code the assets of which are the assets held by the Trust and the Holders

will be treated as shareholders in that corporation The Transferor and the Holder of this

Common Trust Certificate by acceptance of this Common Trust Certificate agree to treat and to
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take no action inconsistent with the treatment of this Common Trust Certificate as such for tax

purposes

By acquiring Certificate or an interest therein the Holder of this Certificate and each

transferee of such Holder shall be deemed to represent and warrant that it is not acquiring the

Certificate or interest therein with the assets of an employee benefit plan as defined in

Section 33 of the Employee Retirement Income Security Act of 1974 as amended gRISA
whether or not such plan is subject to Title of ERISA or an entity whose underlying assets

include plan assets within the meaning of 29 C.F.R Section 25 10.3-101 of any employee
benefit plan by reason of such employee benefit plans investment in such entity

This Common Trust Certificate does not represent an obligation of or an interest in the

Transferor the Trustee or any of their respective Affiliates and no recourse may be had against

such parties or their assets except as may be expressly set forth or contemplated herein or in the

Trust Agreement

Unless the certificate of authentication hereon shall have been executed by an Authorized

Officer of the Trustee or its authenticating agent by manual signature this Common Trust

Certificate shall not entitle the holder hereof to any benefit under the Trust Agreement or be

valid for any purpose

This Common Trust Certificate shall be construed in accordance with the laws of the

State of Indiana without reference to its conflict of law provisions and the obligations rights

and remedies of the parties hereunder shall be determined in accordance with such laws
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IN WITNESS WHEREOF the Trustee on behalf of the Trust and not in its individual

capacity has caused this Common Trust Certificate to be duly executed

REAGAN PARK SENIOR LIVING IRA

BUSINESS TRUST

By First Merchants Bank National Association

acting by and through its First Merchants Trust

Company Division not personally but solely as

Trustee as aforesaid

By _________________ _________

Name
_________________________________________

Title
______ ___________________ _____________

No of Warrants Represented by this Certificate
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TRUSTEE CERTIFICATE OF AUTHENTICATION

This is the Common Trust Certificate referred to in the within-mentioned Trust

Agreement

FIRST MERCHANTS BANK NATIONAL

ASSOCIATION acting by and through its

FIRST MERCHANTS TRUST COMPANY
DIVISION not personally but solely as Trustee

as aforesaid

By ______________ ____________

Name
______________________________________

Title
_______________________________

$7497294
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EXHIBIT

BALANCE SHEET
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CI.4s

bIue
Blue CoLLC 2800 Merdia Street Suite 4001 Carmel IN 46032

m.n 3784B.8920 3175732458 nia bIueblueandcocorn

December 18 2012

Secretary of State

State of Indiana

Dear Sir or Madam

Attached is the Balance Sheet of the Reagan Park Senior Living IRA Business Trust the Trust as of

December 18 2012 We have confirmed the Trust meets the Indiana statutory requirement Indiana

Code Title 23 Article Chapter Section 1-4a3 by having net worth of not tess than one thousand

dollars $1000 We are certified public accountants and are independent with respect to the Trust

This letter is intended solely for the purpose of registration of the Trust with the State of Indiana and

should not be relied upon by third parties for any other purpose

Very truly yours

Robert Ellis Jr CPA

Director

Attachment



REAGAN PARK SENIOR LIVING IRA BUSINESS TRUST
BALANCE SHEET

DECEMBER 18 2012

ASSETS

Current assets

Cash 1000

LIABILITIES AND TRUST CAPITAL

Trust capital 1000
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PURCHASE AGREEMENT

THIS PURCHASE AGREEMENT this Agreement is executed by and between LBG
L.L.C an Indiana Limited Liability Company hereinafter referred to as the Seller Reagan

Park Senior Living LLC an Indiana Limited Liability Company hereinafter referred to as the

Purchaser

WITNESS ETH

WHEREAS Seller is the owner of approximately acres of real estate located in

Hendricks County Indiana being known and identified as portion of Parcel 32-08-31-476-

004.000-031 drawing in which the real estate is depicted as the cross-hatched area attached

hereto as bitA the Real Estate The exact quantity of acreage exact dimensions of

acreage and exact location of acreage to be conveyed shall be determined in accordance with the

tenns of Section 3.1 of this Agreement

WHEREAS Seller desires to sell and Purchaser desires purchase the Real Estate

pursuant to the terms and conditions set forth in this Agreement

NOW Ti-LEREORE in consideration of the foregoing and of the mutual promises

covenants and agreements herein contained and for other good and valuable consideration the

receipt and sufficiency of which are hereby acknowledged the parties agree as follows

Article PuRcHAsE PRICE

Section 1.1 Purchase Price The total Purchase Price for the Real Estate is Six

Hundred Forty Thousand Dollars $640000.00 payable by Purchaser to Seller at closing by

cashiers check certified check or other means acceptable to Seller and Purchaser within thirty

30 days of the execution of this Agreement the Closing

Section 1.2 Earnest Money Purchaser shall not be required to deposit any Earnest

Money

Section 1.3 Extension Payments If Purchaser has not closed on the Real Estate

within one hundred twenty 120 days the Seller shall extend this Purchase Agreement for an

additional one hundred twenty 120 days the Extension Period upon receipt of an additional

One Thousand Dollars $1000 the Extension Fee The Seller shall extend this Purchase

Agreement for no less than four consecutive Extension Periods in each instance for an

additional Extension Fee Any Extension Fee paid to Seller or any other amount paid to Seller

in the interim shall be credited towards the purchase price of the Real Estate at Closing

however the Extension Fees shall be forfeited as liquidated damages which shall be Sellers sole

remedy at law or in equity in the event that Purchaser shall fail or refuse to perform its

obligations herein specified at Closing

Article SELLER REPREsENTATIONs

Seller represents and warrants to and agrees with Purchaser that



Seller has good marketable and insurable title to the Real Estate free and

clear of all liens encumbrances covenants conditions restrictions rights-of-way

easements and other matters affecting title except as to those items to be disclosed in the

Preliminary Title Insurance Commitment

There is no pending threatened or contemplated public or private

proceedings affecting the Real Estate and Seller has not received any notice of and has no

knowledge that any such proceedings are contemplated other than those previously

disclosed to Purchaser The uses presently being made of the Real Estate conform to

existing zoning laws Seller has complied with all laws ordinances rules and regulations

of any governmental agency or body having or asserting jurisdiction over the Real Estate

and the Real Estate complies with all health and environmental codes and requirements

and no changes in such laws ordinances rules and regulations are pending or

contemplated the Real Estate has not been used to dispose of hazardous waste toxic

substances pollutants or contaminants of any kind and Seller has no knowledge of any

latent or concealed defects with the Real Estate

Seller has full right power and authority to enter into this Agreement and

to consummate the transaction contemplated hereby

All information and all documents delivered or to be delivered to

Purchaser by Seller are and will continue to be true correct and complete in the form

delivered and to be delivered to Purchaser

At Closing and after Closing there will be no liens or claims against the

Real Estate except the Permitted Encumbrances

Article PURCHASER CONDITIONS

Section 3.1 Title insurance Within ninety 90 days Seller agrees to provide

Purchaser with Preliminary Title Insurance Commitment for the Real Estate issued by title

insurance company acceptable to Purchaser the Preliminary Title Insurance Commitment

subject only to such exceptions and exclusions as are acceptable to Purchaser the Permitted

Exceptions copies of all documents described in the Preliminary Title Insurance Commitment

as exceptions copies of all land surveys of the Real Estate and the opportunity to make

physical inspection of the Real Estate Within thirty 30 days of Purchaser and Seller mutually

agreeing to the exact quantity of acreage exact dimensions of acreage and exact location of

acreage to be conveyed Seller agrees to provide Purchaser at Purchasers expense with staked

survey of the Real Estate prepared and certified to Purchaser in accordance with the requirements

of the Land Title Insurance Association for minimum standard surveys the Survey

Section 3.2 Further Conditions The obligation of Purchaser to purchase the Real

Estate at Closing pursuant to this Agreement is subject to the following conditions which

conditions are solely for Purchasers benefit and may be waived or the time for satisfaction

extended by Purchaser only in writing by Purchaser

The conveyance to Purchaser at Closing of good marketable and insured

fee simple title to the Real Estate as evidenced by an ALTA or equivalent owners policy

of title insurance in the full amount of the Purchase Price issued by the title company



issuing the Preliminary Commitment and showing fee simple title vested in Purchaser

subject only to the Permitted Exceptions

The receipt by Purchaser of the Preliminary Title Insurance Commitment

containing only such exceptions and reporting only such information as is acceptable to

Purchaser in reasonable and typical respects

The timely performance by Seller of each and every undertaking and

obligation of Seller under this Agreement including all covenants agreements

representations and warranties of Seller hereunder and all such representations and

warranties of Seller being true on and as of Closing

The delivery to Purchaser of any documentation certificates affidavits

and undertakings reasonably required by Purchaser

Purchaser shall have thirty 30 days from final written acceptance of this

Agreement to solve contingencies as set out herein The Due Diligence Period

In the event any condition specified in Subparagraphs through is

not satisfied or waived by Purchaser prior to the date specified for satisfaction of the

condition then at the option of Purchaser this Purchase Agreement shall terminate

Upon the satisfaction or waiver of such conditions Closing shall be held within fifteen

15 days from the date thereof at time and location mutually acceptable to Seller and

Purchaser Purchasers option to terminate this Agreement shall continue until exercised

by Purchaser or until all unsatisfied conditions are satisfied or waived by Purchaser as

provided above In the event of any such termination Purchaser shall be released from

the obligation to purchase the Real Estate and all other obligations hereunder and the

earnest money shall be immediately returned to the Purchaser

Article MIscELLANEous PROVISIONS

Section 4.1 Real Estate Taxes Real estate taxes shall be prorated between the

Purchaser and the Seller as of the date of the Closing All assessments made prior to Closing

shall be paid by the Seller and all assessments made after Closing shall be paid by the Purchaser

Transfer taxes title insurance fees escrow charges or other sums normally incurred in the sale

of real estate shall be paid by the Seller Possession of the Real Estate shall be delivered to

Purchaser at Closing in the same or better condition as the Real Estate is in on the date hereof

Good marketable and insurable fee simple title to the Real Estate shall be transferred by Seller

to Purchaser at the Closing by Warranty Deed by legal description approved by Purchaser free

of all liens encumbrances easements and other matters except for the Permitted Exceptions

Seller shall execute and deliver to Purchaser at Closing Vendors Affidavit in the form

acceptable to Purchaser

Section 4.2 Condemnation If any portion of the Real Estate is condemned or taken

by eminent domain proceedings by any public authority then at the option of the Purchaser this

Agreement shall terminate and this Agreement shall be canceled with no further liability of

either party to the other In the event that Purchaser does not terminate by reason of any

condemnation action notice or instituted prior to Closing then this Purchase Agreement shall

close as scheduled and all condemnation proceeds received by Seller prior to the Closing if any



shall be paid to the Purchaser at the Closing and all of Sellers rights and interests to any unpaid

condemnation proceeds with respect to the Real Estate shall be assigned to Purchaser or to

Purchasers nominee at the Closing and Seller shall execute any and all assignments and other

documents necessary to complete the assignment of such condemnation proceeds

Section 4.3 Assignment Purchaser shall have the free right to assign this Agreement

or any of its rights hereunder to any person or entity without the prior written consent of Seller

Subject to the foregoing this Agreement shall be binding upon and inure to the benefit of the

parties hereto and their respective heirs executors administrators legal representatives

successors and assigns All representations warranties covenants and agreements of Seller

hereunder shall survive the Closing and the transfer of the Real Estate to Purchaser as

contemplated by this Agreement

Section 4.4 Authority The individuals executing this Agreement on behalf of

Purchaser and Seller represent and warrant each to the other that they are duly and validly

empowered and authorized to execute this Agreement and to bind the party on whose behalf such

person is executing this Agreement

Section 4.5 Notice All notices requests and other communication under this

Agreement shall be in writing and shall be sent by United States mail registered or certified

return receipt requested recognized overnight courier prepaid or facsimile or email in the form

of scanned PDF document in accordance with the following instructions

To Seller LBG-2 L.L.C

301 Cannel Dr Suite C300

Carmel Indiana 46032

To Purchaser Reagan Park Senior Living LLC

301 Carmel Dr Suite C300

Carmel Indiana 46032

or such other person or address which Seller or Purchaser shall designate upon notice as herein

provided All such notices requests and other communications shall be deemed to have been

sufficiently given for all purposes hereof on the date such notice was deposited in the manner

hereinabove required or faxed as the case may be Unless otherwise specified in computing any

period of time described herein the day of the act or event after which the designated period of

time begins to run is not to be included and the last day of the period so computed is to be

included unless such last day is Saturday Sunday or legal holiday for national banks in the

location where the Real Estate is located in which event the period shall run until the end of the

next day which is neither Saturday Sunday or legal holiday

Section 4.6 Right of Entry Purchaser shall have the right to enter the Real Estate at

all reasonable times prior to the Closing for the purpose of conducting such inspections or

inquiries as Purchaser may deem appropriate

Section 4.7 Multiple Counterparts This Agreement may be signed in counterparts

and transmitted via facsimile or scanned PDF email which counterparts together shall constitute

one and the same instrument



Section 4.8 Governing Law This Agreement has been delivered in the State of

Indiana and shall be governed by and construed in accordance with the laws of the State of

Indiana Time is of the essence of this Agreement

Section 4.9 Severability In the event any provision of this Agreement shall be held

to be invalid or unenforceable by any court of competent jurisdiction such holding shall not

invalidate or render unenforceable any other provision hereof

Section 4.10 Complete Agreement The Recitals and Exhibits hereto are hereby

incorporated herein by this reference This Agreement constitutes the complete and exclusive

statement of agreement among Owner and Manager with respect to their subject matter This

Agreement amends replaces and supersedes all prior agreements by and among the Parties This

Agreement supersedes all prior written and oral statements and no representation statement or

condition or warranty not contained in this Agreement will be binding on the Parties or have any
force or effect whatsoever Upon Purchasers request Seller agrees to execute recordable

memorandum of this Purchase Agreement

signature page followsj



IN W1TNSS WI-LEREOF the Parties hereto have executed this Agreement as of

this tday of 2012

Date 1/ CL

Seller

LBG-2 L.L.C

By
Printed

Date fl/

EXHIBIT

of the Real Estate

Purchaser

REAGAN PARK SENIOR LIVING LLC

By
Printed Tho Smith

Title Manager

ias Smith



ExhibitA

Legend

Reagan Park Senior Living Assisted Living Memory Care

Thornbury Pointe Senior Apartments

Reagan Park Health Pavilion Medical Office Building

Reagan Park Health Rehab Skilled Nursing
iCWN



REAGAN PARK
SENIOR LiVING LLC

to

FIRST MERCHANTS BANK NATIONAL ASSOCIATION

acting by and through its

FIRST MERCHANTS TRUST COMPANY DIVISION

as Trustee

INDENTURE

Dated as of December 2012

9% SUBORDINATED DEBENTURES DUE DECEMBER 31 2017
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INDENTURE

iNDENTURE dated as of 2012 between REAGAN PARK SEMOR
LIVING LLC an Indiana limited

liability company the cpmpany and FIRST
MERCHANTS BANK NATIONAL ASSOCIATION national banking association acting by
and through its FIRST MERCHANTS TRUST COMPANY DIVISION as trustee hereunder

First Merchants_Trust Company or the jtee

WITNESSETH

WFIEREAS for its lawful corporate purposes the Company has duly authorized the issue

of its 9% Subordinated Debentures Due December 31 2017 as the same may be amended and

supplemented from time to time the Debentures in an aggregate principal amount not to

exceed $2500000.00 and to provide the terms and conditions upon which the Debentures are to

be authenticated issued and delivered the Company has duly authorized the execution and

delivery of this Indenture and

WFIEREAS the Debentures the certificate of authentication to be borne by the

Debentures form of assignment and form of Mandatory Redemption notice to be borne by
the Debentures are to be substantially in the forms hereinafter provided for and

WI-IEREAS all acts and things necessary to make the Debentures when executed by the

Company and authenticated and delivered by the Trustee or duly authorized authenticating

agent as in this Indenture provides the valid binding and legal obligations of the Company and
to constitute this Indenture valid agreement according to its terms have been done and

performed and the execution of this Indenture and the issue hereunder of the Debentures have in

all respects been duly authorized

NOW THEREFORE THIS INDENTURE WITNESSETH

That in order to declare the terms and conditions upon which the Debentures are and are
to be authenticated issued and delivered and in consideration of the premises and of the

purchase and acceptance of the Debentures by the holders thereof the Company covenants and

agrees with the Trustee for the equal and proportionate benefit of the respective holders from
time to time of the Debentures except as otherwise provided below as follows

ARTICLE
DEFINITIONS AND APPLICATION OF

TRUST INDENTURE ACT

Section .01 Definitions The terms defined in this Section .01 except as herein

otherwise expressly provided or unless the context otherwise requires for all purposes of this

Indenture and of any indenture supplemental hereto shall have the respective meanings specified
in this Section .01 All other terms used in this Indenture that are defined in the Trust Indenture

Act or which are by reference therein defined in the Securities Act except as herein otherwise

expressly provided or unless the context otherwise requires shall have the meanings assigned to

such terms in the Trust Indenture Act and in the Securities Act as in force at the date of the
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execution of this Indenture The words herein hereof hereunder and words of similar

import refer to this Indenture as whole and not to any particular Article Section or other

Subdivision The terms defined in this Article include the plural as well as the singular

Aftiliate of any specified Person means any other Person directly or indirectly

controlling or controlled by or under direct or indirect common control with such specified

Person For the purposes of this definition Control when used with respect to any specified

Person means the power to direct or cause the direction of the management and policies of such

Person directly or indirectly whether through the ownership of voting securities by contract or

otherwise and the terms Controijjg and Controlled have meanings correlative to the

foregoing

Board of_Managers means the Board of Managers of the Company or committee of

such Board duly authorized to act for it hereunder

Business_Day means any day except Saturday Sunday or legal holiday on which

banking institutions in the City of Indianapolis Indiana are authorized or obligated by law
regulation or executive order to be closed

cj.c Meipiership_Units means the units of membership interest in the Company
purchasable on exercise of Warrant

Commission means the Securities and Exchange Commission as from time to time

constituted created under the Exchange Act or if at any time after the execution of this

Indenture such Commission is not existing and performing the duties now assigned to it under

the Exchange Act and the Securities Act then the body performing such duties at such time

Company means the limited liability company named as the Company in the first

paragraph of this Indenture and subject to the provisions of Article 11 shall include its

successors and assigns

Company Transaction has the meaning specified in Section 11.01

Cp.rpprate Trust Office or other similar term means the designated office of the

Trustee at which at any particular time its corporate trust business as it relates to this Indenture

shall be administered which office is at the date as of which this Indenture is dated located at

10333 North Meridian Street Suite 350 Indianapolis Indiana 46290

cusi means the Committee on Uniform Securities Identification Procedures

enture or Debentures means any Debenture or Debentures as the case may be
authenticated and delivered under this Indenture

Debenture Rgter has the meaning specified in Section 2.05

Debentureholder or Holder as applied to any Debenture or other similar terms but
excluding the term BeneficiaL Holder means any Person in whose name at the time

particular Debenture is registered on the Debenture Registrars books
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Default means any event that is or after notice or passage of time or both would be
an Event of Default

Defaulted_Interest has the meaning specified in Section 2.03

Eyent of Default means any event specified in Section 6.01 as an Event of Default

Exchange_Act means the Securities Exchange Act of 1934 as amended and the rules

and regulations promulgated thereunder as in effect from time to time

Final Maturity D_a means December31 2017

GAAP means generally accepted accounting principles in the United States of America

as in effect as of the date of this Indenture

Indebtedness means with respect to any Person without duplication all

indebtedness obligations and other liabilities contingent or otherwise of such Person for

borrowed money including obligations of such Person in respect of overdrafts foreign exchange
contracts currency exchange agreements interest rate protection agreements and any loans or

advances from banks whether or not evidenced by Debentures or similar instruments

iievidenced by credit or loan agreements bonds debentures Debentures or similar instruments

whether or not the recourse of the lender is to the whole of the assets of such Person or to only

portion thereof or iii for obligations incurred in the ordinary course of business in connection

with the obtaining of materials or services including any accounts payable or other accrued

current trade liability all reimbursement obligations and other liabilities contingent or

otherwise of such Person with respect to letters of credit bank guarantees or bankers

acceptances all obligations and liabilities contingent or otherwise of such Person in

respect of leases of such Person required in conformity with GAAP to be accounted for as

capitalized lease obligations on the balance sheet of such Person as determined by the

Company or ii under any lease or related document including purchase agreement
conditional sale or other title retention agreement in connection with the lease of real property
or improvements thereon or any personal property included as part of any such lease which

provides that such Person is contractually obligated to purchase or cause third party to purchase
the leased property or pay an agreed upon residual value of the leased property to the lessor

whether or not such lease transaction is characterized as an operating lease or capitalized lease

in accordance with GAAP including the obligations of such Person to purchase or cause third

party to purchase such leased property or to pay such agreed upon residual value all

obligations contingent or otherwise of such Person with respect to any interest rate or other

swap cap floor or collar agreement hedge agreement forward contract or other similar

instrument or agreement or foreign currency hedge exchange purchase or similar instrument or

agreement all direct or indirect guarantees agreements to be jointly liable or similar

agreements by such Person in respect of and obligations or liabilities of such Person to purchase

or otherwise acquire or otherwise assure creditor against loss in respect of indebtedness
obligations or liabilities of another Person of the kind described in clauses through

indemnity obligations to sureties under bid payment and performance bonding arrangements
and any and all deferrals renewals extensions refinancings and refundings of or
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amendments modifications or supplements to any indebtedness obligation or liability of the

kind described in clauses through

Indenture means this instrument as originally executed or if amended or supplemented
as herein provided as so amended or supplemented

interest means when used with reference to the Debentures any interest payable under
the terms of the Debentures

Managers_Certificate when used with respect to the Company means certificate

signed by Manager of the Company

Mandatory_Redemption has the meaning specified in Section 3.02

Opinion_of Counsel means an opinion in writing signed by legal counsel who may be

an employee of or counsel to the Company or other counsel reasonably acceptable to the

Trustee

Optional Redemptjpn has the meaning specified in Section 3.01

Outstanjg when used with reference to the Debentures and subject to the provisions
of Section 8.04 means as of any particular time all Debentures authenticated and delivered by
the Trustee under this indenture except Debentures theretofore canceled by the Trustee or

delivered to the Trustee for cancellation and iiDebentures in lieu of which or in substitution

for which other Debentures shall have been authenticated and delivered pursuant to the terms of
Section 2.06

Person means corporation an association partnership limited liability company
an individual joint venture joint stock company trust an unincorporated organization or

government or an agency or political subdivision thereof

Predecessor_Debenture of any particular Debenture means every previous Debenture

evidencing all or portion of the same debt as that evidenced by such particular Debenture and
for the purposes of this definition any Debenture authenticated and delivered under Section 2.06

in lieu of lost destroyed or stolen Debenture shall be deemed to evidence the same debt as the

lost destroyed or stolen Debenture that it replaces

Record Date has the meaning specified in Section 2.03

Redempon Price has the meaning specified in Section 3.01

Responsible Officer shall mean when used with respect to the Trustee any officer

within the corporate trust department of the Trustee with direct
responsibility for the

administration of this Indenture and also means with respect to particular corporate trust

matter any other officer to whom such matter is referred because of such Persons knowledge of

or any familiarity with the particular subject

/__I
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Securities_Act means the Securities Act of 1933 as amended and the rules and

regulations promulgated thereunder as in effect from time to time

Senior Indebtedness means the principal of and interest including all interest accruing

subsequent to the commencement of any bankruptcy or similar proceeding whether or not

claim for post-petition interest is allowed as claim in any such proceeding payable on or in

connection with and all fees costs expenses and other amounts accrued or due on or in

connection with that certain construction and mini-perm mortgage loan in the maximum
principal amount of $8406000 to be made by Merchants Bank of Indiana to Reagan Park Senior

Living AL LLC wholly-owned Subsidiary of the Company including all deferrals renewals
extensions or refundings of or amendments modifications or supplements to the foregoing
including any amendment or modification which might increase the maximum amount of such

Senior Indebtedness and any guarantee thereof by the Company If any payment made to any
holder of any Senior Indebtedness or its duly authorized representative with respect to such

Senior Indebtedness is rescinded or must otherwise be returned by such Holder or its duly
authorized representative upon the insolvency bankruptcy or reorganization of the Company
Reagan Park Senior Living AL LLC or otherwise the reinstated Indebtedness of the Company
arising as result of such rescission or return shall constitute Senior Indebtedness effective as of
the date of such rescission or return

Subsi.iat-y means with respect to any Person any corporation association or other

business entity of which more than 50% of the total voting power of shares of capital stock or

other equity interest entitled without regard to the occurrence of any contingency to vote in the

election of directors managers or trustees thereof is at the time owned or controlled directly or

indirectly by such Person or one or more of the other subsidiaries of that Person or
combination thereof and ii any partnership the sole general partner or managing general

partner of which is such Person or subsidiary of such Person or the only general partners of
which are such Person or of one or more subsidiaries of such Person or any combination

thereof

Trust Indenture Act means the Trust Indenture Act of 1939 as amended as it was in

force at the date of this Indenture except as provided in Sections 10.03 provided that if the Trust

Indenture Act of 1939 is amended after the date hereof the term Trust_Indenture_Act shall

mean to the extent required by such amendment the Trust Indenture Act of 1939 as so amended

Trustee means First Merchants Trust Company named as the Trustee in the first

paragraph of this Indenture and its successors and any corporation resulting from or surviving

any consolidation or merger to which it or its successors may be party and any successor

trustee at the time serving as successor trustee hereunder

Warrants means the Warrants to purchase Class Membership Units issuable to the

initial Holders of the Debentures and all replacements thereof

Section 1.02 Application of Trust Indenture Act In accordance with Section 304a of
the Trust Indenture Act this Indenture is not required to be qualified under such Act nor are the

provisions of this Indenture required to conform either expressly or by reference to Section 318
of the Trust Indenture Act or otherwise to the requirements of the Trust Indenture Act
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Notwithstanding the foregoing however the Company and the Trustee agree and intend that

except as herein expressly provided otherwise this Indenture including any supplemental

Indenture executed pursuant to the provisions of Article 10 shall be governed by and the rights

and obligations of the parties shall be interpreted in accordance with the provisions of the Trust

Indenture Act that would be required to be part of and to govern this Indenture if and as though
this Indenture were required to be so qualified If any provision hereof limits qualifies or

conflicts with another provision hereof which is required to be included in an indenture qualified

under the Trust Indenture Act unless such provision expressly states to the contrary such

required provision shall control

ARTICLE
ISSUE DESCRIPTION EXECUTION REGISTRATION AND EXCHANGE OF

DEBENTURES

Section 2.01 1esignation Amount and Jsue qf Debentures The Debentures shall be

designated as 9% SUBORDINATED DEBENTURES DUE DECEMBER 31 2017 The

Debentures in an aggregate principal amount not exceeding $2500000.00 except pursuant to

Sections 2.05 and 2.06 hereof upon the execution of this Indenture or from time to time

thereafter may be executed by the Company and delivered to the Trustee for authentication and

the Trustee shall thereupon authenticate and deliver said Debentures to or upon the written order

of the Company signed by one of its Managers without any further action by the Company
hereunder

Section 2.02 Form o/Dehentures

The Debentures and the Trustees certificate of authentication to be borne by such

Debentures shall be substantially in the form set forth in Exhibit_A Each Debenture shall bear

the following legend NEITHER THIS DEBENTURE NOR ANY SECURITIES ISSUABLE
UPON REDEMPTION OF THIS DEBENTURE HAVE BEEN REGISTERED OR
QUALIFIED UNDER THE SECURITIES ACT OF 1933 AS AMENDED THE
SECURITIES ACT OR APPLICABLE STATE SECURITIES LAWS NEITHER THIS
DEBENTURE NOR SUCH SECURITIES MAY BE SOLD OFFERED FOR SALE
TRANSFERRED OR OTHERWISE DISPOSED OF UNLESS REGISTERED OR QUALIFIED
UNDER THE SECURITIES ACT OR APPLICABLE STATE SECURITIES LAWS OR THE
TRANSACTION IS EXEMPT FROM SUCH REGISTRATION OR QUALIFICATION The

terms and provisions contained in the form of Debentures attached as hibitA hereto shall

constitute and are hereby expressly made part of this Indenture and to the extent applicable

the Company and the Trustee by their execution and delivery of this Indenture expressly agree
to such terms and provisions and to be bound thereby

Any of the Debentures may have such letters numbers or other marks of

identification and such notations legends endorsements or changes as the officers executing the

same may approve execution thereof to be conclusive evidence of such approval and as are not

inconsistent with the provisions of this Indenture or as may be required to comply with any
applicable law or with any rule or regulation made pursuant thereto or with any rule or regulation

of any securities exchange or automated quotation system on which the Debentures may be
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listed or to conform to usage or to indicate any special limitations or restrictions to which any

particular Debentures are subject

Section 2.03 Date and Denomination of Debentures Payments of inheres

The Debentures shall be issuable in registered form without coupons in

denominations of $1000 principal amount and integral multiples thereof Each Debenture shall

be dated the date of its authentication the Debentures shall bear interest from the date specified

on the face of the form of Debenture attached as Exhibit hereto and each Debenture shall be

payable quarterly on June September December and March of each year commencing
on June 2013 Interest on the Debentures shall be computed on the basis of 360-day year

comprised of twelve 30-day months

The Person in whose name any Debenture or its Predecessor Debenture is

registered on the Debenture Register at the close of business on any Record Date with respect to

any interest payment date including any Debenture that is surrendered after the Record Date and

on or before the interest payment date shall be entitled to receive the interest payable on such

interest payment date notwithstanding the cancellation of such Debenture upon any transfer

exchange or redemption subsequent to the Record Date and on or prior to such interest payment
date except that the interest payable upon redemption of the Debentures will be payable to the

Person to whom principal is payable pursuant to such redemption Interest shall be payable at an

office or agency maintained by the Company pursuant to Section 4.02 The Company shall pay
interest on any Debentures in certificated form by check mailed to the address of the Person

entitled thereto as it appears in the Debenture Register The term Record_Date with respect to

any interest payment date shall mean the May 15 August 15 November 15 and February 15

preceding the applicable June September September and March interest payment date

respectively

Any interest on any Debenture which is payable but is not punctually paid or

duly provided for on any interest payment date Defaulted Interest shall forthwith cease to be

payable to the Debentureholder on the relevant Record Date by virtue of his having been such

Debentureholder and such Defaulted Interest shall be paid by the Company at its election in

each case as provided in clause or below

The Company may elect to make payment of any Defaulted Interest to the

Persons in whose names the Debentures or their respective Predecessor Debentures are

registered at the close of business on special Record Date for the payment of such Defaulted

Interest which shall be fixed in the following manner The Company shall notify the Trustee in

writing of the amount of Defaulted Interest proposed to be paid on each Debenture and the date

of the proposed payment which shall be not less than twenty-five 25 days after the receipt by
the Trustee of such notice unless the Trustee shall consent to an earlier date and at the same

time the Company shall deposit with the Trustee an amount of money equal to the aggregate

amount to be paid in respect of such Defaulted Interest or shall make arrangements satisfactory

to the Trustee for such deposit on or prior to the date of the proposed payment such money when

deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Interest as in

this clause provided Thereupon the Trustee shall fix
special record date for the payment of

such Defaulted Interest which shall be not more than fifteen 15 days and not less than ten

1711632.6 1/



10 days prior to the date of the proposed payment and not less than ten 10 days after the

receipt by the Trustee of the notice of the proposed payment The Trustee shall promptly notify

the Company of such special record date and in the name and at the expense of the Company
shall cause notice of the proposed payment of such Defaulted Interest and the special record date

therefor to be mailed first-class postage prepaid to each Holder at his address as it appears in

the Debenture Register not less than ten 10 days prior to such special record date Notice of

the proposed payment of such Defaulted Interest and the special record date therefor having been

so mailed such Defaulted Interest shall be paid to the Persons in whose names the Debentures

or their respective Predecessor Debentures are registered at the close of business on such

special record date and shall no longer be payable pursuant to the following clause of this

Section 2.03

The Company may make payment of any Defaulted Interest in any other lawful

manner not inconsistent with the requirements of any securities exchange or automated quotation

system on which the Debentures may be listed or designated for issuance and upon such notice

as may be required by such exchange or automated quotation system if after notice given by the

Company to the Trustee of the proposed payment pursuant to this clause such manner of

payment shall be deemed practicable by the Trustee

Section 2.04 Execution of Iebentures

The Debentures shall be signed in the name and on behalf of the Company by the

manual or facsimile signature of one of its Managers and attested by the manual or facsimile

signature of another of its Managers which may be printed engraved or otherwise reproduced

thereon by facsimile or otherwise Only such Debentures as shall bear thereon certificate of

authentication substantially in the fonn set forth on the form of Debenture attached as Exhibit

hereto manually executed by the Trustee or an authenticating agent appointed by the Trustee as

provided by Section 15.10 shall be entitled to the benefits of this Indenture or be valid or

obligatory for any purpose Such certificate by the Trustee or such an authenticating agent

upon any Debenture executed by the Company shall be conclusive evidence that the Debenture

so authenticated has been duly authenticated and delivered hereunder and that the Holder is

entitled to the benefits of this Indenture

Lii case any Manager of the Company who shall have signed any of the

Debentures shall cease to be Manager before the Debentures so signed shall have been

authenticated and delivered by the Trustee or disposed of by the Company such Debentures

nevertheless may be authenticated and delivered or disposed of as though the person who signed

such Debentures had not ceased to be such Manager of the Company and any Debenture may be

signed on behalf of the Company by such persons as at the actual date of the execution of such

Debenture shall be the proper Managers of the Company although at the date of the execution

of this Indenture any such person was not Manager

Section 2.05 Exchange and /egislra/ion of Tran.sfrr qfDebentiires

The Company shall cause to be kept at the Corporate Trust Office register the

register maintained in such office and in any other office or agency of the Company designated

pursuant to Section 4.02 being herein sometimes collectively referred to as the Debenture
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Register in which subject to such reasonable regulations as it may prescribe the Company
shall provide for the registration of Debentures and of transfers of Debentures The Debenture

Register shall be in written form or in any form capable of being converted into written form

within reasonably prompt period of time The Trustee is hereby appointed Debenture

Registrar for the purpose of registering Debentures and transfers of Debentures as herein

provided The Company may appoint one or more co-registrars in accordance with Section 4.02

Upon surrender for
registration of transfer of any Debenture to the Debenture

Registrar or any co-registrar and satisfaction of the requirements for such transfer set forth in

this Section 2.05 the Company shall execute and the Trustee shall authenticate and deliver in

the name of the designated transferee or transferees one or more new Debentures of any
authorized denominations and of like aggregate principal amount and bearing such restrictive

legends as may be required by this Indenture

Debentures may be exchanged for other Debentures of any authorized

denominations and of like aggregate principal amount upon surrender of the Debentures to be

exchanged at any such office or agency maintained by the Company pursuant to Section 4.02

Whenever any Debentures are so surrendered for exchange the Company shall execute and the

Trustee shall authenticate and deliver the Debentures which the Debentureholder making the

exchange is entitled to receive bearing registratioh numbers not contemporaneously outstanding

All Debentures issued upon any registration of transfer or exchange of Debentures

shall be the valid obligations of the Company evidencing the same debt and entitled to the same
benefits under this Indenture as the Debentures surrendered upon such registration of transfer or

exchange

All Debentures presented or surrendered for registration of transfer or for

exchange or redemption shall if so required by the Company or the Debenture Registrar be

duly endorsed or be accompanied by written instrument or instruments of transfer in form

satisfactory to the Company and the Debenture Registrar and the Debentures shall be duly
executed by the Debentureholder thereof or his attorney duly authorized in writing

No service charge shall be made to any Holder for any registration of transfer or

exchange of Debentures but the Company may require payment by the Holder of sum
sufficient to cover any tax assessment or other governmental charge that may be imposed in

connection with any registration of transfer or exchange of Debentures

The Trustee shall have no obligation or duty to monitor determine or inquire as to

compliance with any restrictions on transfer imposed under this Indenture or under applicable

law with respect to any transfer of any interest in any Debenture other than to require delivery of

such certificates and other documentation or evidence as are expressly required by and to do so

if and when expressly required by the terms of this Indenture and to examine the same to

determine substantial compliance as to form with the express requirements hereof

Section 2.06 Mutilated Destroyed Lost or Stolen Debentures

In case any Debenture shall become mutilated or be destroyed lost or stolen the

Company in its discretion may execute and upon its written request the Trustee or an
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authenticating agent appointed by the Trustee shall authenticate and make available for delivery

new Debenture bearing number not contemporaneously outstanding in exchange and

substitution for the mutilated Debenture or in lieu of and in substitution for the Debenture so

destroyed lost or stolen In every case the applicant for substituted Debenture shall furnish to

the Company to the Trustee and if applicable to such authenticating agent such security or

indemnity as may be required by them to save each of them harmless for any loss liability cost

or expense caused by or connected with such substitution and in every case of destruction loss

or theft the applicant shall also furnish to the Company to the Trustee and if applicable to such

authenticating agent evidence to their satisfaction of the destruction loss or theft of such

Debenture and of the ownership thereof

Following receipt by the Trustee or such authenticating agent as the case may be
of satisfactory security or indemnity and evidence as described in the preceding paragraph the

Trustee or such authenticating agent may authenticate any such substituted Debenture and make

available for delivery such Debenture Upon the issuance of any substituted Debenture the

Company may require the payment by the Holder of sum sufficient to cover any tax

assessment or other governmental charge that may be imposed in relation thereto and any other

expenses connected therewith In case any Debenture which has matured or is about to mature

or is to be redeemed shall become mutilated or be destroyed lost or stolen the Company may
instead of issuing substitute Debenture pay or authorize the payment of the same without

surrender thereof except in the case of mutilated Debenture as the case may be if the

applicant for such payment shall furnish to the Company to the Trustee and if applicable to

such authenticating agent such security or indemnity as may be required by them to save each of

them harmless for any loss liability cost or expense caused by or in connection with such

substitution and in every case of destruction loss or theft the applicant shall also furnish to the

Company the Trustee and if applicable any paying agent evidence to their satisfaction of the

destruction loss or theft of such Debenture and of the ownership thereof

Every substitute Debenture issued pursuant to the provisions of this Section 2.06

by virtue of the fact that any Debenture is destroyed lost or stolen shall constitute an additional

contractual obligation of the Company whether or not the destroyed lost or stolen Debenture

shall be found at any time and shall be entitled to all the benefits of but shall be subject to all

the limitations set forth in this Indenture equally and proportionately with any and all other

Debentures duly issued hereunder To the extent permitted by law all Debentures shall be held

and owned upon the express condition that the foregoing provisions are exclusive with respect to

the replacement or payment or redemption of mutilated destroyed lost or stolen Debentures and

shall preclude any and all other rights or remedies notwithstanding any law or statute existing or

hereafter enacted to the contrary with respect to the replacement payment or redemption of

negotiable instruments or other securities without their surrender

Section 2.07 Temporaty lebentiires Pending the preparation of Debentures in

certificated form the Company may execute and the Trustee or an authenticating agent

appointed by the Trustee shall upon the written request of the Company authenticate and deliver

temporary Debentures printed or lithographed Temporary Debentures shall be issuable in any
authorized denomination and substantially in the form of the Debentures in certificated form but

with such omissions insertions and variations as may be appropriate for temporary Debentures

all as may be determined by the Company Every such temporary Debenture shall be executed
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by the Company and authenticated by the Trustee or such authenticating agent upon the same

conditions and in substantially the same manner and with the same effect as the Debentures in

certificated form Without unreasonable delay the Company will execute and deliver to the

Trustee or such authenticating agent Debentures in certificated form and thereupon any or all

temporary Debentures may be surrendered in exchange therefor at each office or agency
maintained by the Company pursuant to Section 4.02 and the Trustee or such authenticating

agent shall authenticate and make available for delivery in exchange for such temporary
Debentures an equal aggregate principal amount of Debentures in certificated form Such

exchange shall be made by the Company at its own expense and without any charge therefor

Until so exchanged the temporary Debentures shall in all respects be entitled to the same

benefits and subject to the same limitations under this Indenture as Debentures in certificated

form authenticated and delivered hereunder

Section 2.08 Cancellation of Iebentures All Debentures surrendered for the purpose
of payment redemption exchange or registration of transfer shall if surrendered to the Company
or any paying agent or any Debenture Registrar be surrendered to the Trustee and promptly
canceled by it or if surrendered to the Trustee shall be promptly canceled by it and no

Debentures shall be issued in lieu thereof except as expressly permitted by any of the provisions

of this Indenture The Trustee shall dispose of such canceled Debentures in accordance with its

customary procedures If the Company shall acquire any of the Debentures such acquisition

shall not operate as redemption or satisfaction of the indebtedness represented by such

Debentures unless and until the same are delivered to the Trustee for cancellation

Section 2.09 CUSIP Numbers The Company in issuing the Debentures may use

CUSIP numbers if then generally in use and if so the Trustee shall use CUSIP numbers

in notices of redemption as convenience to Debentureholders provided that any such notice

may state that no representation is made as to the correctness of such numbers either as printed

on the Debentures or as contained in any notice of redemption and that reliance may be placed

only on the other identification numbers printed on the Debenture and any such redemption shall

not be affected by any defect in or omission of such numbers The Company will promptly

notify the Trustee of any use of or change in the CUSIP numbers

ARTICLE
REDEMPTION OF DEBENTURES

Section 3.01 Redemption q/ Debentures at Option of the Company The Debentures

may be redeemed at the option of the Company an Optional Redemption in whole or in part

upon notice as set forth in Section 3.03 at the redemption price set equal to 100% of the

outstanding principal balance of the Debenture then outstanding together with accrued and

unpaid interest if any to but excluding the date fixed for redemption the Rederpptioii_Pjjç

Section 3.02 Redemption of Debentures at Optior Holder Subject to Article 14
Holder may require that Debenture be redeemed by the Company Mandatory Redemption
in whole but not in part in connection with the exercise of Warrant or Warrants having an

aggregate exercise price at least equal to the Redemption Price
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Section 3.03 No/ice q/Redernption Selection fDebenhlre.c

In case the Company shall desire to exercise the right to redeem all or as the case

may be any part of the Debentures pursuant to Section 3.01 it shall fix date for redemption
and it or at its written request received by the Trustee not fewer than forty-five 45 days prior

or such shorter period of time as may be acceptable to the Trustee to the date fixed for

redemption the Trustee in the name of and at the expense of the Company shalt mail or cause to

be mailed notice of such redemption not fewer than thirty 30 nor more than sixty 60 days
prior to the redemption date to each Holder of Debentures so to be redeemed as whole or in

part at its last address as the same appears on the Debenture Register provided that if the

Company shall give such notice it shall also give written notice of the redemption date to the

Trustee Such mailing shall be by first class mail The notice if mailed in the manner herein

provided shall be conclusively presumed to have been duly given whether or not the Holder

receives such notice In any case failure to give such notice by mail or any defect in the notice

to the Holder of any Debenture designated for redemption as whole or in
part shall not affect

the validity of the proceedings for the redemption of any other Debenture Concurrently with the

mailing of any such notice of redemption the Company shall issue press release announcing
such redemption the form and content of which press release shall be determined by the

Company in its sole discretion The failure to issue any such press release or any defect therein

shall not affect the validity of the redemption notice or any of the proceedings for the redemption
of any Debenture called for redemption

In case Holder shall desire to exercise the right to redeem all or as the case may
be any part of its Debentures pursuant to Section 3.02 such Holder shall give the Company and
the Trustee notice of such redemption not fewer than thirty 30 nor more than sixty 60 days
prior to the redemption date by first class mail The notice shall be accompanied by Warrant
exercise form containing such Holders agreement to purchase Class Membership Units for an

aggregate exercise price of not less than the aggregate Redemption Price Such notice shall be
effective up on receipt by the Company The redemption of the Debentures shall occur

simultaneously with the corresponding purchase of Class Membership Units If the Holder
fails for any reason to purchase such Class Membership Units in connection with such

redemption the Holders redemption election shall be revoked automatically and Company shall

have no obligation to complete such Mandatory Redemption transaction

Each notice of redemption pursuant to this Section 3.03 shall specify the

aggregate principal amount of Debentures to be redeemed the CUSIP number or numbers if
any of the Debentures being redeemed the date fixed for redemption which shall be Business

Day the Redemption Price at which Debentures are to be redeemed the place or places of

payment that payment will be made upon presentation and surrender of such Debentures
notice of redemption pursuant to clause shall further specify that interest accrued to the

date fixed for redemption will be paid as specified in said notice ii that on and after said date

interest thereon or on the portion thereof to be redeemed will cease to accrue iii the identity of
the Debentures to be redeemed including CUSIP numbers if any if fewer than all the

Debentures are to be redeemed and iv in case any Debenture is to be redeemed in part only
the portion of the principal amount thereof to be redeemed and that on and after the redemption
date upon surrender of such Debenture new Debenture or Debentures in principal amount
equal to the unredeemed portion thereof will be issued
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On or prior to the redemption date specified in the notice of redemption given as

provided in this Section 3.03a the Company will deposit with the Trustee or with one or more

paying agents or if the Company is acting as its own paying agent set aside segregate and hold

in trust as provided in Section 4.04 an amount of money in immediately available funds

sufficient to redeem on the redemption date all the Debentures or portions thereof so called for

redemption at the appropriate Redemption Price provided that if such payment is made on the

redemption date it must be received by the Trustee or paying agent as the case may be by

1000 a.m Indianapolis Indiana time on such date The Company shall be entitled to retain any

interest yield or gain on amounts deposited with the Trustee or any paying agent pursuant to this

Section 3.03 in excess of amounts required hereunder to pay the Redemption Price and accrued

interest to but excluding the redemption date Whenever any Debentures are to be redeemed

pursuant to Sections 3.01 or 3.02 the Company will give the Trustee written notice in the form

of Managers Certificate not fewer than forty-five 45 days or such shorter period of time as

may be acceptable to the Trustee prior to the redemption date as to the aggregate principal

amount of Debentures to be redeemed

If fewer than all of the outstanding Debentures are to be redeemed pursuant to

Section 3.01 the Trustee shall select the Debentures or portions thereof of the Debentures in

certificated form to be redeemed in principal amounts of $1000 or multiples thereof by lot on

pro rata basis or by another method the Trustee deems fair and appropriate If any Debenture

selected for partial redemption is submitted for Mandatory Redemption in part after such

selection the portion of such Debenture submitted for Mandatory Redemption shall be deemed

so far as may be possible to be the portion to be selected for redemption The Debentures or
portions thereof so selected shall be deemed duly selected for redemption for all purposes

hereof notwithstanding that any such Debenture is submitted for Mandatory Redemption in part

before the mailing of the notice of redemption The selection and redemption of any such

Debentures or portions thereof including any Debentures selected for redemption that are

submitted for Mandatory Redemption in part after such selection shall satisfy the obligations of

the Company and the Trustee pursuant to this Article if less than all of the outstanding

Debentures are to be redeemed hereunder

Upon any redemption of less than all of the outstanding Debentures the Company
and the Trustee may but need not solely for purposes of determining the pro rata allocation

among such Debentures as are outstanding at the time of redemption treat as outstanding any
Debentures surrendered for Mandatory Redemption during the period of fifteen 15 days next

preceding the mailing of notice of redemption and may but need not treat as outstanding any

Debenture authenticated and delivered during such period in exchange for the unredeemed

portion of any Debenture redeemed in part during such period

Section 3.04 Payment of Ieheniure.s ailed for Redemption by the Company

If notice of redemption has been given as provided in Section 3.03a the

Debentures or portion of Debentures with respect to which such notice has been given shall

become due and payable on the date fixed for redemption and at the place or places stated in

such notice at the Redemption Price and on and after said date unless the Company shall

default in the payment of such Debentures at the Redemption Price interest on the Debentures or

portion of the Debentures so called for redemption shall cease to accrue to be entitled to any

12
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benefit or security under this Indenture and the Holders thereof shall have no right in respect of

such Debentures except the right to receive the Redemption Price thereof On presentation and

surrender of such Debentures at place of payment in said notice specified the said Debentures

or the specified portions thereof shall be paid and redeemed by the Company at the Redemption

Price provided that if the applicable redemption date is an interest payment date the interest

payable on such interest payment date shall be payable to the Holders of record of such

Debentures on the applicable Record Date instead of the holders surrendering such Debentures

for redemption on such date

Upon presentation of any Debenture redeemed in
part only the Company shall

execute and the Trustee shall authenticate and make available for delivery to the Holder thereof

at the expense of the Company new Debenture or Debentures of authorized denominations in

principal amount equal to the unredeemed portion of the Debentures so presented

Notwithstanding the foregoing the Trustee shall not redeem any Debentures or

mail any notice of redemption during the continuance of default in payment of interest or on

the Debentures If any Debenture called for redemption shall not be so paid upon surrender

thereof for redemption the principal shall until paid or duly provided for bear interest from the

redemption date at the rate borne by the Debenture

ARTICLE
PARTICULAR COVENANTS OF THE COMPANY

Section 4.01 Payrnern of Principal and Interest The Company covenants and agrees

that it will duly and punctually pay or cause to be paid the principal of and interest on each of

the Debentures at the places at the respective times and in the manner provided herein and in the

Debentures

Section 4.02 Mainienance of Office or Agency

The Company will maintain an office or agency in Carmel or Indianapolis

Indiana where the Debentures may be surrendered for registration of transfer or exchange or for

presentation for payment or redemption and where notices and demands to or upon the Company
in respect of the Debentures and this Indenture may be served The Company will give prompt

written notice to the Trustee of the location and any change in the location of such office or

agency not designated or appointed by the Trustee If at any time the Company shall fail to

maintain any such required office or agency or shall fail to furnish the Trustee with the address

thereof such presentations surrenders notices and demands may be made or served at the

Corporate Trust Office

The Company may also from time to time designate co-registrars and one or more

offices or agencies where the Debentures may be presented or surrendered for any or all such

purposes and may from time to time rescind such designations The Company will give prompt

written notice of any such designation or rescission and of any change in the location of any such

other office or agency
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The Company hereby initially designates the Trustee as paying agent Debenture

Registrar and the Corporate Trust Office shall be considered as one such office or agency of the

Company for each of the aforesaid purposes

So long as the Trustee is the Debenture Registrar the Trustee agrees to mail or

cause to be mailed the notices set forth in Section 7.10a and Section 7.11c If co-registrars

have been appointed in accordance with this Section the Trustee shall mail such notices only to

the Company and the Holders of Debentures it can identify from its records

Section 4.03 Appointments to Fill Vacancies in izisiee Office The Company
whenever necessary to avoid or fill vacancy in the office of Trustee will appoint in the manner

provided in Section 7.10 Trustee so that there shall at all times be Trustee hereunder

Section 4.04 Provisions as to Paying Agent

If the Company shall appoint paying agent other than the Trustee or if the

Trustee shall appoint such paying agent the Company will cause such paying agent to execute

and deliver to the Trustee an instrument in which such agent shall agree with the Trustee subject

to the provisions of this Section 4.04

that it will hold all sums held by it as such agent for the payment of the

principal of or interest on the Debentures whether such sums have been paid to it by the

Company or by any other obligor on the Debentures in trust for the benefit of the

Holders of the Debentures

ii that it will give the Trustee notice of any failure by the Company or by

any other obligor on the Debentures to make any payment of the principal of or interest

on the Debentures when the same shall be due and payable and

iii that at any time during the continuance of an Event of Default upon

request of the Trustee it will forthwith pay to the Trustee all sums so held in trust

The Company shall on or before each due date of the principal of or interest on
the Debentures deposit with the paying agent sum in funds which are immediately available

on the due date for such payment sufficient to pay such principal or interest and unless such

paying agent is the Trustee the Company will promptly notify the Trustee of any failure to take

such action provided that if such deposit is made on the due date such deposit shall be received

by the paying agent by 1000 am Indianapolis Indiana time on such date

If the Company shall act as its own paying agent it will on or before each due

date of the principal of or interest on the Debentures set aside segregate and hold in trust for

the benefit of the Holders of the Debentures sum sufficient to pay such principal or interest so

becoming due and will promptly notify the Trustee of any failure to take such action and of any

failure by the Company or any other obligor under the Debentures to make any payment of the

principal of or interest on the Debentures when the same shall become due and payable

Anything in this Section 4.04 to the contrary notwithstanding the Company may
at any time for the purpose of obtaining satisfaction and discharge of this Indenture or for any
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other reason pay or cause to be paid to the Trustee all sums held in trust by the Company or any
paying agent hereunder as required by this Section 4.04 such sums to be held by the Trustee

upon the trusts herein contained and upon such payment by the Company or any paying agent to

the Trustee the Company or such paying agent shall be released from all further liability with

respect to such sums

Anything in this Section 4.04 to the contrary notwithstanding the agreement to

hold sums in trust as provided in this Section 4.04 is subject to Sections 12.03 and 12.04

The Trustee shall not be responsible for the actions of any other paying agents

including the Company if acting as its own paying agent and shall have no control of any funds

held by such other paying agents

Section 4.05 Existence Subject to Article 11 the Company will do or cause to be done

all things necessary to preserve and keep in full force and effect its existence and rights charter
and statutory provided that the Company shall not be required to preserve any such right if the

Company shall determine that the preservation thereof is no longer desirable in the conduct of

the business of the Company and that the loss thereof is not disadvantageous in any material

respect to the Debentureholders

Section 4.06 Maintenance of Properties The Company will cause all properties used

or useful in the conduct of its business or the business of any Subsidiary to be maintained and

kept in good condition repair and working order and supplied with all necessary equipment and
will cause to be made all necessary repairs renewals replacements betterments and

improvements thereof all as in the judgment of the Company may be necessary so that the

business carried on in connection therewith may be properly and advantageously conducted at all

times provided that nothing in this Section shall prevent the Company from selling or

discontinuing the operation or maintenance of any of such properties including the sale of any
Subsidiary if such sale or discontinuance is in the judgment of the Company desirable in the

conduct of its business or the business of any Subsidiary and not disadvantageous in any material

respect to the Debentureholders

Section 4.07 Payment qJ Taxes and 0/her ./aims The Company will pay or discharge
or cause to be paid or discharged before the same may become delinquent all taxes

assessments and governmental charges levied or imposed upon the Company or any Subsidiary

or upon the income profits or property of the Company or any Subsidiary iiall claims for

labor materials and supplies which if unpaid might by law become lien or charge upon the

property of the Company or any Subsidiary and iii all stamp taxes and other duties if any
which may be imposed by the United States or any political subdivision thereof or therein in

connection with the issuance or redemption of any Debentures or with respect to this Indenture
provided that in the case of clauses and ii the Company shall not be required to pay or

discharge or cause to be paid or discharged any such tax assessment charge or claim if the

failure to do so will not in the aggregate have material adverse impact on the Company or

if the amount applicability or validity is being contested in good faith by appropriate

proceedings
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Section 4.08 Stay Extension and Usury Laws The Company covenants to the extent

that it may lawfully do so that it shall not at any time insist upon plead or in any manner

whatsoever claim or take the benefit or advantage of any stay extension or usury law or other

law which would prohibit or forgive the Company from paying all or any portion of the principal

of or interest on the Debentures as contemplated herein wherever enacted now or at any time

hereafter in force or which may affect the covenants or the perfonnance of this Indenture and

the Company to the extent it may lawfully do so hereby expressly waives all benefit or

advantage of any such law and covenants that it will not by resort to any such law hinder delay

or impede the execution of any power herein granted to the Trustee but will suffer and permit

the execution of every such power as though no such law had been enacted

Section 4.09 Compliance Certificate

The Company shall deliver to the Trustee within one hundred twenty 120 days

after the end of each fiscal year of the Company certificate signed by one of its Managers

stating whether or not to the best knowledge of the signer thereof the Company is in default in

the performance and observance of any of the terms provisions and conditions of this Indenture

without regard to any period of grace or requirement of notice provided hereunder and if the

Company shall be in default specifying all such defaults and the nature and the status thereof of

which the signer may have knowledge

The Company will deliver to the Trustee forthwith upon becoming aware of

any default in the performance or observance of any covenant agreement or condition

contained in this Indenture or ii any Event of Default Managers Certificate specifying with

particularity such default or Event of Default and further stating what action the Company has

taken is taking or proposes to take with respect thereto

Any notice required to be given under this Section 4.09 shall be delivered to

Responsible Officer of the Trustee at its Corporate Trust Office

ARTICLE
DEBENTUREHOLDERS LISTS AND REPORTS BY THE COMPANY AND THE

TRU STEE

Section 5.01 Debenlureholders Lists The Company covenants and agrees that it will

furnish or cause to be furnished to the Trustee annually not more than fifteen 15 days after

each December 31 in each consecutive year beginning with January 2013 and at such other

times as the Trustee may request in writing within
thirty 30 days after receipt by the Company

of any such request or such lesser time as the Trustee may reasonably request in order to enable

it to timely provide any notice to be provided by it hereunder list in such form as the Trustee

may reasonably require of the names and addresses of the Holders of Debentures as of date not

more than fifteen 15 days or such other date as the Trustee may reasonably request in order to

so provide any such notices prior to the time such information is furnished except that no such

list need be furnished by the Company to the Trustee so long as the Trustee is acting as the sole

Debenture Registrar

itK
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Section 5.02 Preservation and Disclosure of Lists

The Trustee shall preserve in as current form as is reasonably practicable all

information as to the names and addresses of the Holders of Debentures contained in the most

recent list furnished to it as provided in Section 5.01 or maintained by the Trustee in its capacity

as Debenture Registrar or co-registrar in respect of the Debentures if so acting The Trustee

may destroy any list furnished to it as provided in Section 5.01 upon receipt of new list so

furnished

The rights of Debentureholders to communicate with other Holders of Debentures

with respect to their rights under this Indenture or under the Debentures and the corresponding

rights and duties of the Trustee shall be as provided by the Trust Indenture Act

Every Debentureholder by receiving and holding the same agrees with the

Company and the Trustee that neither the Company nor the Trustee nor any agent of either of

them shall be held accountable by reason of any disclosure of information as to names and

addresses of Holders of Debentures made in conformity with the Trust Indenture Act

Section 5.03 Reports by Trustee

Within sixty 60 days after July 15 of each year commencing with the ycar 2013

the Trustee shall transmit to Holders of Debentures such reports dated as of July 15 of the year in

which such reports are made concerning the Trustee and its actions under this Indenture as would

be required pursuant to the Trust Indenture Act if this Indenture were qualified under the Trust

Indenture Act at the times and in the manner provided pursuant thereto In the event that no

events have occurred under the relevant sections of the Trust Indenture Act the Trustee shall be

under no duty or obligation to provide such reports

copy of such report shall at the time of such transmission to Holders of

Debentures be filed by the Trustee with each stock exchange and automated quotation system

upon which the Debentures are listed and with the Company The Company will promptly notify

the Trustee in writing when the Debentures are listed on any stock exchange or automated

quotation system or delisted therefrom

Section 5.04 Reports by .ompany The Company shall file with the Trustee and the

Commission if at any time after the indenture becomes qualified under the Trust Indenture Act
and transmit to Holders of Debentures such information documents and other reports and such

summaries thereof as may be required pursuant to the Trust Indenture Act at the times and in the

manner provided pursuant to such Act whether or not the Debentures are governed by such Act

provided however that the obligation of the Company to file such information documents

and other reports and summaries thereof with the Trustee and the Commission shall only apply if

the Company otherwise becomes subject to the reporting requirements of Section 13 or 15d of

the Exchange Act and any such information documents or reports required to be filed with

the Commission pursuant to Section 13 or 5d of the Exchange Act shall be filed with the

Trustee within fifteen 15 days after the same is so required to be filed with the Commission

Delivery of such reports information and documents to the Trustee is for informational purposes

only and the Trustees receipt of such shall not constitute constructive notice of any information
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contained therein or determinable from information contained therein including the Companys
compliance with any of its covenants hereunder as to which the Trustee is entitled to rely

exclusively on Managers Certificates

ARTICLE
REMEDIES OF THE TRUSTEE AND DEBENTUREHOLDERS ON AN EVENT OF

DEFAULT

Section 6.01 Events of De/bult

In case one or more of the following Events of Default whatever the reason for

such Event of Default and whether it shall be voluntary or involuntary or be effected by

operation of law or pursuant to any judgment decree or order of any Court or any order rule or

regulation of any administrative or governmental body shall have occurred and be continuing

default in the payment of any installment of interest upon any of the

Debentures as and when the same shall become due and payable and continuance of such

default for period of thirty 30 days or

ii default in the payment of the principal of any of the Debentures as and

when the same shall become due and payable either at maturity or in connection with any

redemption pursuant to Article by acceleration or otherwise or

iii failure on the part of the Company duly to observe or perform any other of

the covenants or agreements on the part of the Company in the Debentures or in this

Indenture other than covenant or agreement default in whose performance or whose

breach is elsewhere in this Section 6.01 specifically dealt with for period of sixty

60 days after the date on which written notice of such failure requiring the Company to

remedy the same shall have been given to the Company by the Trustee or the Company
and Responsible Officer of the Trustee by the Holders of at least twenty-five percent

25% in aggregate principal amount of the Debentures at the time outstanding

determined in accordance with Section 8.04 or

iv the Company shall commence voluntary case or other proceeding

seeking liquidation reorganization or other relief with respect to the Company or its

debts under any bankruptcy insolvency or other similar law now or hereafter in effect or

seeking the appointment of trustee receiver liquidator custodian or other similar

official of the Company or any substantial part of the property of the Company or shall

consent to any such relief or to the appointment of or taking possession by any such

official in an involuntary case or other proceeding commenced against the Company or

shall make general assignment for the benefit of creditors or shall fail generally to pay

its debts as they become due or

the entry by court having jurisdiction in the premises of decree or

order for relief in respect of the Company in an involuntary case or proceeding under any

applicable federal or State bankruptcy insolvency reorganization or other similar law or

ii decree or order adjudging the Company bankrupt or insolvent or approving as

properly filed petition seeking reorganization arrangement adjustment or composition
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of or in respect of the Company under any applicable federal or State law or appointing

custodian receiver liquidator assignee trustee sequestrator or other similar official of

the Company or of any substantial part of its property or order the winding up or

liquidation of its affairs and the continuance of any such decree or order for relief or any

such other decree or order unstayed and in effect for period of 60 consecutive days

then and with respect to the Event of Default specified in Section 6.0 1d or 6.01e only unless

the principal of all of the Debentures shall have already become due and payable either the

Trustee or the Holders of not less than twenty-five percent 25% in aggregate principal amount

of the Debentures then outstanding hereunder determined in accordance with Section 8M4 by
notice in writing to the Company and to the Trustee if given by Debentureholders may declare

the principal of all the Debentures and the interest accrued thereon to be due and payable

immediately and upon any such declaration the same shall become and shall be immediately due

and payable anything in this Indenture or in the Debentures contained to the contrary

notwithstanding This provision however is subject to the conditions that if at any time after

the principal of the Debentures shall have been so declared due and payable and before any

judgment or decree for the payment of the monies due shall have been obtained or entered as

hereinafter provided the Company shall pay or shall deposit with the Trustee sum sufficient to

pay all matured installments of interest upon all Debentures and the principal of any and all

Debentures which shall have become due otherwise than by acceleration with interest on

overdue installments of interest to the extent that payment of such interest is enforceable under

applicable law and on such principal at the rate borne by the Debentures to the date of such

payment or deposit and amounts due to the Trustee pursuant to Section 7.06 and if any and all

defaults under this Indenture other than the nonpayment of principal of and accrued interest on
Debentures which shall have become due by acceleration shall have been cured or waived

pursuant to Section 6.07 then and in every such case the Holders of majority in aggregate

principal amount of the Debentures then outstanding by written notice to the Company and to

the Trustee may waive all defaults or Events of Default and rescind and annul such declaration

and its consequences but no such waiver or rescission and annulment shall extend to or shall

affect any subsequent default or Event of Default or shall impair any right consequent thereon

The Company shall notify in writing Responsible Officer of the Trustee promptly upon

becoming aware thereof of any Event of Default In case the Trustee shall have proceeded to

enforce any right under this Indenture and such proceedings shall have been discontinued or

abandoned because of such waiver or rescission and annulment or for any other reason or shall

have been determined adversely to the Trustee then and in every such case the Company the

Holders of Debentures and the Trustee shall be restored respectively to their several positions

and rights hereunder and all rights remedies and powers of the Company the Holders of

Debentures and the Trustee shall continue as though no such proceeding had been taken

Section 6.02 Paymens of Debentures on Default Suit Therefbr

The Company covenants that upon the occurrence of an Event of Default under

Section 6.01ai and the continuance of any such Event of Default for period of thirty

30 consecutive days or iiupon the occurrence of an Event of Default under Section

6.01aii whether at maturity of the Debentures or in connection with any redemption by or

under this Indenture declaration or otherwise then upon demand of the Trustee the Company
will pay to the Trustee for the benefit of the Holders of the Debentures the whole amount that
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then shall have become due and payable on all such Debentures for principal or interest as the

case may be with interest upon the overdue principal and in addition thereto such further

amount as shall be sufficient to cover the costs and expenses of collection including reasonable

compensation to the Trustee its agents attorneys and counsel and all other amounts due the

Trustee under Section 7.06 Until such demand by the Trustee the Company may pay the

principal of and interest on the Debentures to the registered Holders whether or not the

Debentures are overdue

in case the Company shall fail forthwith to pay such amounts upon such demand
the Trustee in its own name and as trustee of an express trust shall be entitled and empowered
to institute any actions or proceedings at law or in equity for the collection of the sums so due

and unpaid and may prosecute any such action or proceeding to judgment or final decree and

may enforce any such judgment or final decree against the Company or any other obligor on the

Debentures and collect in the manner provided by law out of the property of the Company or any
other obligor on the Debentures wherever situated the monies adjudged or decreed to be payable

In case there shall be pending proceedings for the bankruptcy or for the

reorganization of the Company or any other obligor on the Debentures under Title Ii of the

United States Code or any other applicable law or in case receiver assignee or trustee in

bankruptcy or reorganization liquidator sequestrator or similar official shall have been

appointed for or taken possession of the Company or such other obligor the property of the

Company or such other obligor or in the case of any other judicial proceedings relative to the

Company or such other obligor upon the Debentures or to the creditors or property of the

Company or such other obligor the Trustee irrespective of whether the principal of the

Debentures shall then be due and payable as therein expressed or by declaration or otherwise and

irrespective of whether the Trustee shall have made any demand pursuant to the provisions of

this Section 6.02 shall be entitled and empowered by intervention in such proceedings or

otherwise to file and prove claim or claims for the whole amount of principal and interest

owing and unpaid in respect of the Debentures and in case of any judicial proceedings to file

such proofs of claim and other papers or documents as may be necessary or advisable in order to

have the claims of the Trustee and of the Debentureholders allowed in such judicial proceedings

relative to the Company or any other obligor on the Debentures its or their creditors or its or

their property and to collect and receive any monies or other property payable or deliverable on

any such claims and to distribute the same after the deduction of any amounts due the Trustee

under Section 7.06 and to take any other action with respect to such claims including

participating as member of any official committee of creditors as it reasonably deems

necessary or advisable and unless prohibited by law or applicable regulations and any receiver

assignee or trustee in bankruptcy or reorganization liquidator custodian or similar official is

hereby authorized by each of the Debentureholders to make such payments to the Trustee and
in the event that the Trustee shall consent to the making of such payments directly to the

Debentureholders to pay to the Trustee any amount due it for reasonable compensation

expenses advances and disbursements including counsel fees and expenses incurred by it up to

the date of such distribution To the extent that such payment of reasonable compensation

expenses advances and disbursements out of the estate in any such proceedings shall be denied

for any reason payment of the same shall be secured by lien on and shall be paid out of any
and all distributions dividends monies securities and other property which the Holders of the

1711632.6 21



Debentures may be entitled to receive in such proceedings whether in liquidation or under any

plan of reorganization or arrangement or otherwise

All
rights of action and of asserting claims under this Indenture or under any of

the Debentures may be enforced by the Trustee without the possession of any of the Debentures

or the production thereof at any trial or other proceeding relative thereto and any such suit or

proceeding instituted by the Trustee shall be brought in its own name as trustee of an express

trust and any recovery of judgment shall after provision for the payment of the reasonable

compensation expenses disbursements and advances of the Trustee its agents and counsel be

for the ratable benefit of the Holders of the Debentures

In any proceedings brought by the Trustee and in any proceedings involving the

interpretation of any provision of this Indenture to which the Trustee shall be party the Trustee

shall be held to represent all the Holders of the Debentures and it shall not be necessary to make

any Holders of the Debentures parties to any such proceedings

Section 6.03 Application Monies ol/ected by irustee Any monies collected by the

Trustee pursuant to this Article shall be applied in the order following at the date or dates

fixed by the Trustee for the distribution of such monies upon presentation of the several

Debentures and stamping thereon the payment if only partially paid and upon surrender

thereof if fully paid

FIRST To the payment of all amounts due the Trustee under Section 7.06

SECOND In case the principal of the outstanding Debentures shall not have become due

and be unpaid to the payment of interest on the Debentures in default in the order of the maturity

of the installments of such interest with interest to the extent that such interest has been

collected by the Trustee upon the overdue installments of interest at the rate borne by the

Debentures such payments to be made ratably to the Persons entitled thereto

THIRD In case the principal of the outstanding Debentures shall have become due by

declaration or otherwise and be unpaid to the payment of the whole amount then owing and

unpaid upon the Debentures for principal and interest with interest on the overdue principal and

to the extent that such interest has been collected by the Trustee upon overdue installments of

interest at the rate borne by the Debentures and in case such monies shall be insufficient to pay
in full the whole amounts so due and unpaid upon the Debentures then to the payment of such

principal and interest without preference or priority of principal over interest or of interest over

principal or of any installment of interest over any other installment of interest or of any

Debenture over any other Debenture ratably to the aggregate of such principal and accrued and

unpaid interest and

FOURTH To the payment of the remainder if any to the Company or any other Person

lawfully entitled thereto

17116326 22



Section 6.04 Proceedings by Debeniureholder

No Debentureholder shall have any right by virtue of or by reference to any

provision of this Indenture to institute any suit action or proceeding in equity or at law upon or

under or with respect to this Indenture or for the appointment of receiver trustee liquidator

custodian or other similar official or for any other remedy hereunder unless such Holder

previously shall have given to the Trustee written notice of an Event of Default and of the

continuance thereof as hereinbefore provided and unless also the Holders of not less than

twenty-five percent 25% in aggregate principal amount of the Debentures then outstanding

shall have made written request upon the Trustee to institute such action suit or proceeding in its

own name as Trustee hereunder and shall have offered to the Trustee such reasonable security or

indemnity as it may require against the costs expenses and liabilities to be incurred therein or

thereby and the Trustee for sixty 60 days after its receipt of such notice request and offer of

indemnity shall have neglected or refused to institute any such action suit or proceeding and no
direction inconsistent with such written request shall have been given to the Trustee pursuant to

Section 6.07 it being understood and intended and being expressly covenanted by the taker and

Holder of every Debenture with every other taker and Holder and the Trustee that no one or

more Debentureholders shall have any right in any manner whatever by virtue of or by reference

to any provision of this Indenture to affect disturb or prejudice the rights of any other Holder of

.Debentures or to obtain or seek to obtain priority over or preference to any other such Holder or

to enforce any right under this Indenture except in the manner herein provided and for the equal
ratable and common benefit of all Debentureholders except as otherwise provided herein For

the protection and enforcement of this Section 6.04 each and every Debentureholder and the

Trustee shall be entitled to such relief as can be given either at law or in equity

Notwithstanding any other provision of this Indenture and any provision of any
Debenture the right of any Debentureholder to receive payment of the principal of and accrued

interest on such Debenture on or after the respective due dates expressed in such Debenture or

in the event of redemption or to institute suit for the enforcement of any such payment on or

after such respective dates against the Company shall not be impaired or affected without the

consent of such Debentureholder

Anything in this Indenture or the Debentures to the contrary notwithstanding any
Debentureholder without the consent of either the Trustee or any other Debentureholder in its

own behalf and for its own benefit may enforce and may institute and maintain any proceeding

suitable to enforce its right of Mandatory Redemption as provided herein

Section 6.05 Proceedings by Trustee In case of an Event of Default the Trustee may
in its discretion proceed to protect and enforce the rights vested in it by this Indenture by such

appropriate judicial proceedings as are necessary to protect and enforce any of such rights either

by suit in equity or by action at law or by proceeding in bankruptcy or otherwise whether for the

specific enforcement of any covenant or agreement contained in this indenture or in aid of the

exercise of any power granted in this Indenture or to enforce any other legal or equitable right

vested in the Trustee by this Indenture or by law

Section 6.06 Remedies Cumulative and Continuing Except as provided in

Section 2.06 all powers and remedies given by this Article to the Trustee or to the
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Debentureholders shall to the extent permitted by law be deemed cumulative and not exclusive

of any thereof or of any other powers and remedies available to the Trustee or the

Debentureholders by judicial proceedings or otherwise to enforce the performance or

observance of the covenants and agreements contained in this Indenture and no delay or

omission of the Trustee or of any Debentureholder to exercise any right or power accruing upon

any Default or Event of Default occurring and continuing as aforesaid shall impair any such right

or power or shall be construed to be waiver of any such Default or Event of Default or any

acquiescence therein and subject to the provisions of Section 6.04 every power and remedy

given by this Article or by law to the Trustee or to the Debentureholders may be exercised

from time to time and as often as shall be deemed expedient by the Trustee or by the

Debentureholders

Section 607 Direction of Proceedings and Waiver qf Defaults by Majority of

Debenturehokiers The Holders of majority in aggregate principal amount of the Debentures at

the time outstanding determined in accordance with Section 8.04 shall have the right to direct the

time method and place of conducting any proceeding for any remedy available to the Trustee or

exercising any trust or power conferred on the Trustee provided that such direction shall not

be in conflict with any rule of law or with this Indenture the Trustee may take any other

action which is not inconsistent with such direction the Trustee may decline to take any

action that would benefit some Debentureholder to the detriment of other Debentureholders and

the Trustee may decline to take any action that would involve the Trustee in personal

liability The Holders of majority in aggregate principal amount of the Debentures at the time

outstanding determined in accordance with Section 8.04 may on behalf of the Holders of all of

the Debentures waive any past default or Event of Default hereunder and its consequences

except default in the payment of interest on or the principal of the Debentures ii failure

by the Company to redeem any Debentures upon Holders surrender for Mandatory

Redemption iii default in the payment of the Redemption Price pursuant to Article or iv
default in respect of covenant or provisions hereof which under Article 10 cannot be modified

or amended without the consent of the Holders of each or all Debentures then outstanding or

affected thereby Upon any such waiver the Company the Trustee and the Holders of the

Debentures shall be restored to their former positions and rights hereunder but no such waiver

shall extend to any subsequent or other Default or Event of Default or impair any right

consequent thereon Whenever any Default or Event of Default hereunder shall have been

waived as permitted by this Section 6.07 said Default or Event of Default shall for all purposes

of the Debentures and this Indenture be deemed to have been cured and to be not continuing but

no such waiver shall extend to any subsequent or other Default or Event of Default or impair any

right consequent thereon

Section 6.08 Notice kveni of Default The Trustee shall within ninety 90 days

after Responsible Officer of the Trustee has knowledge of the occurrence of an Event of

Default mail to all Debentureholders as the names and addresses of such Holders appear upon
the Debenture Register notice of all Events of Default known to Responsible Officer unless

such Events of Default shall have been cured or waived before the giving of such notice

provided that except in the case of Events of Default in the payment of the principal of or

interest on any of the Debentures the Trustee shall be protected in withholding such notice if

and so long as trust committee of directors and/or Responsible Officers of the Trustee in good
faith determines that the withholding of such notice is in the interests of the Debentureholders
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Section 6.09 Undertaking lo Pay os/s All parties to this Indenture agree and each

Debentureholder by his acceptance thereof shall be deemed to have agreed that any court may
in its discretion require in any suit for the enforcement of any right or remedy under this

Indenture or in any Suit against the Trustee for any action taken or omitted by it as Trustee the

filing by any party litigant in such suit of an undertaking to pay the costs of such suit and that

such court may in its discretion assess reasonable costs including reasonable attorneys fees and

expenses against any party litigant in such suit having due regard to the merits and good faith of

the claims or defenses made by such party litigant provided that the provisions of this

Section 6.09 to the extent permitted by law shall not apply to any suit instituted by the Trustee

to any suit instituted by any Debentureholder or group of Debentureholders holding in the

aggregate more than ten percent in principal amount of the Debentures at the time outstanding

determined in accordance with Section 8.04 or to any suit instituted by any Debentureholder for

the enforcement of the payment of the principal of or interest on any Debenture on or after the

due date expressed in such Debenture

ARTICLE
THE TRUSTEE

Section 7.01 Duties and Responsibililies of Trustee

The Trustee prior to the occurrence of an Event of Default and after the curing of

all Events of Default which may have occurred undertakes to perform such duties and only such

duties as are specifically set forth in this Indenture In case an Event of Default has occurred

which has not been cured or waived the Trustee shall exercise such of the rights and powers
vested in it by this Indenture and use the same degree of care and skill in their exercise as

prudent ordinary trustee would exercise under instruments similar in nature to this Indenture

No provision of this Indenture shall be construed to relieve the Trustee from

liability for its own negligent action its own negligent failure to act or its own willful

misconduct except that prior to the occurrence of an Event of Default and after the curing or

waiving of all Events of Default which may have occurred

the duties and obligations of the Trustee shall be determined solely by the

express provisions of this Indenture and by reference to the Trust Indenture Act as and to

the extent provided in Section 1.02 and the Trustee shall not be liable except for the

performance of such duties and obligations as are specifically set forth in this Indenture

and no implied covenants or obligations shall be read into this Indenture and the Trust

Indenture Act against the Trustee and

ii in the absence of bad faith and willful misconduct on the
part of the

Trustee the Trustee may conclusively rely as to the truth of the statements and the

correctness of the opinions expressed in any certificates or opinions furnished to the

Trustee and conforming to the requirements of this Indenture but in the case of any such

certificates or opinions which by any provisions hereof are specifically required to be

furnished to the Trustee the Trustee shall be under duty to examine the same to

determine whether or not they conform to the requirements of this Indenture but need

1/
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not confirm or investigate the accuracy of mathematical calculations or other facts stated

therein

The Trustee shall not be liable for any error of judgment made in good faith by
Responsible Officer or Officers of the Trustee unless the Trustee was negligent in ascertaining

the pertinent facts

The Trustee shall not be liable with respect to any action taken or omitted to be

taken by it in good faith in accordance with the written direction of the Holders of not less than

majority in principal amount of the Debentures at the time outstanding determined as provided in

Section 8.04 relating to the time method and place of conducting any proceeding for any remedy
available to the Trustee or exercising any trust or power conferred upon the Trustee under this

Indenture

Whether or not therein provided every provision of this Indenture relating to the

conduct or affecting the liability of or affording protection to the Trustee shall be subject to the

provisions of this Section

The Trustee shall not be liable in respect of any payment as to the correctness of

amount entitlement to receive or any other matters relating to payment or notice given by the

Company or any paying agent or any records maintained by any co-registrar with respect to the

Debentures

If any party fails to deliver notice relating to an event the fact of which pursuant

to this Indenture requires notice to be sent to the Trustee the Trustee may conclusively rely on
its failure to receive such notice as reason to act as if no such event occurred

Except with respect to the failure to make any payment due to the Trustee

pursuant to the terms herein the Trustee shall not be deemed to have knowledge of any Event of
Default hereunder unless it shall have been notified in writing of such Event of Default by the

Company or the Holders of at least 10% in aggregate principal amount of the Debentures

Notwithstanding the foregoing or any other provision of this Indenture under no
circumstances shall the Trustee have any liability with respect to this Indenture or its duties

hereunder except for such liability as is determined by court of competent jurisdiction to have

been caused by the negligence or willful misconduct of the Trustee

None of the provisions contained in this Indenture shall require the Trustee to

expend or risk its own funds or otherwise incur personal financial
liability in the performance of

any of its duties or in the exercise of any of its rights or powers if there is reasonable ground for

believing that the repayment of such funds or adequate indemnity against such risk or liability is

not reasonably assured to it

Section 7.02 Reliance on Documents Opinions etc Except as otherwise provided in

Section 7.0

The Trustee may conclusively rely and shall be protected in acting upon any
resolution certificate statement instrument opinion report notice request consent order
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bond Debenture coupon or other paper or document whether in its original or facsimile form
believed by it in good faith to be genuine and to have been signed or presented by the proper

party or parties

Any request direction order or demand of the Company mentioned herein shall

be sufficiently evidenced by Managers Certificate unless other evidence in respect thereof be

herein specifically prescribed and any resolution of the Board of Managers may be evidenced

to the Trustee by copy thereof certified by Manager of the Company

The Trustee may consult with counsel of its own selection and any advice or

Opinion of Counsel shall be full and complete authorization and protection in respect of any
action taken or omitted by it hereunder in good faith and in accordance with such advice or

Opinion of Counsel

The Trustee shall be under no obligation to exercise any of the rights or powers

vested in it by this Indenture at the request order or direction of any of the Debentureholders

pursuant to the provisions of this Indenture unless such Debentureholders shall have offered to

the Trustee reasonable security or indemnity satisfactory to it against the costs expenses and

liabilities which may be incurred therein or thereby

The Trustee shall not be bound to make any investigation into the facts or matters

stated in any resolution certificate statement instrument opinion report notice request

direction consent order bond Debenture or other paper or document but the Trustee may make

such further inquiry or investigation into such facts or matters as it may see fit and if the

Trustee shall determine to make such further inquiry or investigation it shall be entitled to

examine the books records and premises of the Company personally or by agent or attorney at

the sole cost of the Company and shall incur no liability or additional liability of any kind by

reason of such inquiry or investigation

The Trustee may execute any of the trusts or powers hereunder or perform any
duties hereunder either directly or by or through agents or attorneys and the Trustee shall not be

responsible for any misconduct or negligence on the part of any agent or attorney appointed by it

with due care hereunder

The Trustee shall not be liable for any action taken suffered or omitted to be

taken by it in good faith and reasonably believed by it to be authorized or within the discretion or

rights or powers conferred upon it by this Indenture

The rights privileges protections immunities and benefits given to the Trustee

including without limitation its right to be indemnified are extended to and shall be

enforceable by the Trustee in each of its capacities hereunder and each agent custodian and

other Person employed to act hereunder

The Trustee may request that the Company deliver Managers Certificate setting

forth the names of individuals and/or titles of officers authorized at such time to take specified

actions pursuant to this Indenture which Managers Certificate may be signed by any person

authorized to sign Managers Certificate including any person specified as so authorized in

any such certificate previously delivered and not superseded
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Any permissive right or authority granted to the Trustee shall not be construed as

mandatory duty and

In no event shall the Trustee be responsible or liable for special indirect or

consequential loss or damage of any kind whatsoever including but not limited to loss of

profit irrespective of whether the Trustee has been advised of the likelihood of such loss or

damage and regardless of the form of action

Section 7.03 No Re.spon.sibi/ity for Recitals etc The recitals contained herein and in

the Debentures except in the Trustees certificate of authentication and any offering document

utilized in connection with the marketing of the Debentures shall be taken as the statements of

the Company and the Trustee assumes no responsibility for the correctness of the same The

Trustee makes no representations as to the validity or sufficiency of this Indenture or of the

Debentures or of any offering document utilized in connection with the marketing of the

Debentures The Trustee shall not be accountable for the use or application by the Company of

any Debentures or the proceeds of any Debentures authenticated and delivered by the Trustee in

conformity with the provisions of this Indenture

Section 7.04 Trustee Paying Agents or Registrar May Own lebentures The Trustee

any paying agent or Debenture Registrar in its individual or any other capacity may become the

owner or pledgee of Debentures with the same rights it would have if it were not Trustee paying

agent or Debenture Registrar

Section 7.05 Monies to Be He/din Trust Subject to the provisions of Section 12.04 all

monies received by the Trustee shall until used or applied as herein provided be held in trust for

the purposes for which they were received Money held by the Trustee in trust hereunder need

not be segregated from other funds except to the extent required by law The Trustee shall be

under no liability for interest on any money received by it hereunder except as may be agreed in

writing from time to time by the Company and the Trustee

Section 7.06 Compensation and Expenses oJ Trustee

The Company covenants and agrees to pay to the Trustee from time to time and

the Trustee shall be entitled to such compensation for all services rendered by it hereunder in

any capacity which shall not be limited by any provision of law in regard to the compensation of

trustee of an express trust as mutually agreed to from time to time in writing between the

Company and the Trustee and the Company will pay or reimburse the Trustee upon its request

for all reasonable expenses disbursements and advances reasonably incurred or made by the

Trustee in accordance with any of the provisions of this Indenture including the reasonable

compensation and the expenses and disbursements of its counsel and of all Persons not regularly

in its employ The Company also covenants to indemnify the Trustee and any predecessor

Trustee or any officer director or employee of the Trustee in any capacity under this Indenture

and its agents and any authenticating agent for and to hold them harmless against any and all

loss liability damage claim cost or expense including taxes other than taxes based on the

income of the Trustee incurred without negligence or bad faith on the part of the Trustee or

such officers directors employees and agents or authenticating agent as the case may be and

arising out of or in connection with the acceptance or administration of this trust or in any other
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capacity hereunder including the costs and expenses of defending themselves against any claim

whether asserted by the Company any holder or any other Person or liability in connection

with the exercise or performance of any of its powers or duties hereunder or with enforcing the

provisions of this Section 7.06 except to the extent that such loss damage claim liability or

expense is due to its own negligence or bad faith The obligations of the Company under this

Section 7.06 to compensate or indemnify the Trustee and to pay or reimburse the Trustee for

expenses disbursements and advances shall be secured by lien prior to that of the Debentures

upon all property and funds held or collected by the Trustee as such except funds held in trust

for the benefit of the Holders of particular Debentures The obligation of the Company under

this Section shall survive the satisfaction and discharge of this Indenture

When the Trustee and its agents and any authenticating agent incur expenses or

render services after an Event of Default specified in Section 6.0 1d or with respect to the

Company occurs the expenses and the compensation for the services are intended to constitute

expenses of administration under any bankruptcy insolvency or similar laws

Section 7.07 Manager Certificate as Evidence Except as otherwise provided in

Section 7.01 whenever in the administration of the provisions of this Indenture the Trustee shall

deem it necessary or desirable that matter be proved or established prior to taking or omitting

any action hereunder such matter unless other evidence in respect thereof be herein specifically

prescribed may in the absence of bad faith or willful misconduct on the part of the Trustee be

deemed to be conclusively proved and established by Managers Certificate delivered to the

Trustee

Section 7.08 Conflicting Interests of iustee If the Trustee has or shall acquire

conflicting interest within the meaning of the Trust Indenture Act the Trustee shall either

eliminate such interest or resign to the extent and in the manner provided by and subject to the

provisions of the Trust Indenture Act and this Indenture

Section 7.09 Eligibility cf Trustee There shall at all times be Trustee hereunder

which shall be Person that is eligible pursuant to the Trust Indenture Act to act as such and has

combined capital and surplus of at least $50000000 or if such Person is member of bank

holding company system its bank holding company shall have combined capital and surplus of

at least $50000000 if such Person publishes reports of condition at least annually pursuant to

law or to the requirements of any supervising or examining authority then for the purposes of

this Section the combined capital and surplus of such Person shall be deemed to be its combined

capital and surplus as set forth in its most recent report of condition so published If at any time

the Trustee shall cease to be eligible in accordance with the provisions of this Section 7.09 it

shall resign immediately in the manner and with the effect hereinafter specified in this Article

Section 10 Resignation or Removal of Trustee

The Trustee may at any time resign by giving written notice of such resignation to

the Company and to the Holders of Debentures Upon receiving such notice of resignation the

Company shall promptly appoint successor trustee by written instrument in duplicate one

copy of which instrument shall be delivered to the resigning Trustee and one copy to the

successor trustee If no successor trustee shall have been so appointed and have accepted
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appointment 120 days after the mailing of such notice of resignation to the Debentureholders the

resigning Trustee may upon ten 10 Business Days notice to the Company and the

Debentureholders appoint successor identified in such notice or may petition at the expense of

the Company any court of competent jurisdiction for the appointment of successor trustee or
if any Debentureholder who has been bona fide Holder of Debenture or Debentures for at

least six months may subject to the provisions of Section 6.09 on behalf of himself and all

others similarly situated petition any such Court for the appointment of successor trustee Such

court may thereupon after such notice if any as it may deem proper and prescribe appoint

successor trustee

In case at any time any of the following shall occur

the Trustee shall fail to comply with Section 7.08 after written request

therefor by the Company or by any Debentureholder who has been bona fide holder of

Debenture or Debentures for at least six months or

ii the Trustee shall cease to be eligible in accordance with the provisions of

Section 7.09 and shall fail to resign after written request therefor by the Company or by

any such Debentureholder or

iii the Trustee shall become incapable of acting or shall be adjudged

bankrupt or insolvent or receiver of the Trustee or of its property shall be appointed or

any public officer shall take charge or control of the Trustee or of its property or affairs

for the purpose of rehabilitation conservation or liquidation

then in any such case the Company may remove the Trustee and appoint successor trustee by
written instrument in duplicate one copy of which instrument shall be delivered to the Trustee

so removed and one copy to the successor trustee or subject to the provisions of Section 6.09

any Debentureholder who has been bona fide holder of Debenture or Debentures for at least

six months may on behalf of himself and all others similarly situated petition any court of

competent jurisdiction for the removal of the Trustee and the appointment of successor trustee

provided that if no successor Trustee shall have been appointed and have accepted appointment

sixty 60 days after either the Company or the Debentureholders has removed the Trustee or the

Trustee resigns the Trustee so removed may petition at the expense of the Company any court

of competent jurisdiction for an appointment of successor trustee Such court may thereupon
after such notice if any as it may deem proper and prescribe remove the Trustee and appoint

successor trustee

The Holders of majority in aggregate principal amount of the Debentures at the

time outstanding may at any time remove the Trustee and nominate successor trustee which

shall be deemed appointed as successor trustee unless within ten 10 days after notice to the

Company of such nomination the Company objects thereto in which case the Trustee so

removed or any Debentureholder or if such Trustee so removed or any Debentureholder fails to

act the Company upon the terms and conditions and otherwise as in Section 7.10a provided

may petition any court of competent jurisdiction for an appointment of successor trustee
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Any resignation or removal of the Trustee and appointment of successor trustee

pursuant to any of the provisions of this Section 7.10 shall become effective upon acceptance of

appointment by the successor trustee as provided in Section 7.11

Notwithstanding the replacement of the Trustee pursuant to this Section the

Companys obligations under Section 7.06 shall continue for the benefit of the retiring Trustee

Section 7.11 Acceptance by Successor Trustee

Any successor Trustee appointed as provided in Section 7.10 shall execute

acknowledge and deliver to the Company and to its predecessor Trustee an instrument accepting

such appointment hereunder and thereupon the resignation or removal of the predecessor

Trustee shall become effective and such successor Trustee without any further act deed or

conveyance shall become vested with all the rights powers duties and obligations of its

predecessor hereunder with like effect as if originally named as Trustee herein but

nevertheless on the written request of the Company or of the successor Trustee the Trustee

ceasing to act shall upon payment of any amount then due it pursuant to the provisions of

Section 7.06 execute and deliver an instrument transferring to such successor Trustee all the

rights and powers of the Trustee so ceasing to act Upon request of any such successor Trustee

the Company shall execute any and all instruments in writing for more fully and certainly vesting

in and confirming to such successor Trustee all such rights and powers Any Trustee ceasing to

act shall nevertheless retain lien upon all property and funds held or collected by such Trustee

as such except for funds held in trust for the benefit of Holders of particular Debentures to

secure any amounts then due it pursuant to the provisions of Section 7.06

No successor Trustee shall accept appointment as provided in this Section 7.11

unless at the time of such acceptance such successor Trustee shall be qualified under the

provisions of Section 7.08 and be eligible under the provisions of Section 7.09

Upon acceptance of appointment by successor Trustee as provided in this

Section 7.11 the Company or the former Trustee at the written direction of the Company shall

mail or cause to be mailed notice of the succession of such Trustee hereunder to the Holders of

Debentures at their addresses as they shall appear on the Debenture Register If the Company
fails to mail such notice within ten 10 days after acceptance of appointment by the successor

Trustee the successor Trustee shall cause such notice to be mailed at the expense of the

Company

Section 7.12 Succession by Merger

Any corporation into which the Trustee may be merged or converted or with

which it may be consolidated or any corporation resulting from any merger conversion or

consolidation to which the Trustee shall be party or any corporation succeeding to all or

substantially all of the corporate trust business of the Trustee including any trust created by this

Indenture shall be the successor to the Trustee hereunder without the execution or filing of any

paper or any further act on the part of any of the parties hereto provided that in the case of any

corporation succeeding to all or substantially all of the corporate trust business of the Trustee
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such corporation shall be qualified under the provisions of Section 7.08 and eligible under the

provisions of Section 7.09

In case at the time such successor to the Trustee shall succeed to the trusts created

by this Indenture any of the Debentures shall have been authenticated but not delivered any
such successor to the Trustee may adopt the certificate of authentication of any predecessor

trustee or authenticating agent appointed by such predecessor trustee and deliver such

Debentures so authenticated and in case at that time any of the Debentures shall not have been

authenticated any successor to the Trustee or any authenticating agent appointed by such

successor trustee may authenticate such Debentures in the name of the successor trustee and in

all such cases such certificates shall have the full force that is provided in the Debentures or in

this Indenture provided that the right to adopt the certificate of authentication of any predecessor

Trustee or authenticate Debentures in the name of any predecessor Trustee shall apply only to its

successor or successors by merger conversion or consolidation

Section 7.13 Preferential Collection of Claims If and when the Trustee shall be or

become creditor of the Company or any other obligor upon the Debentures the Trustee shall

be governed by the provisions of the Trust Indenture Act regarding the collection of the claims

against the Company or any such other obligor if and as though this Indenture were then

required to be qualified under such Act

ARTiCLE
THE DEBENTUREHOLDERS

Section 8.0 Action by Debentureholders Whenever in this Indenture it is provided

that the Holders of specified percentage in aggregate principal amount of the Debentures may
take any action including the making of any demand or request the giving of any notice

consent or waiver or the taking of any other action the fact that at the time of taking any such

action the Holders of such specified percentage have joined therein may be evidenced by any
instrument or any number of instruments of similar tenor executed by Debentureholders in

person or by agent or proxy appointed in writing or by the record of the Holders of

Debentures voting in favor thereof at any meeting of Debentureholders duly called and held in

accordance with the provisions of Article or by combination of such instrument or

instruments and any such record of such meeting of Debentureholders Whenever the

Company or the Trustee solicits the taking of any action by the Holders of the Debentures the

Company or the Trustee may fix in advance of such solicitation date as the Record Date for

determining Holders entitled to take such action The Record Date shall be not more than fifteen

15 days prior to the date of commencement of solicitation of such action

Section 8.02 Proof of lxecution by Debentureholders Subject to the provi Si OflS of
Sections 7.01 7.02 and 9.05 proof of the execution of any instrument by Debentureholder or

its agent or proxy shall be sufficient if made in accordance with such reasonable rules and

regulations as may be prescribed by the Trustee or in such manner as shall be satisfactory to the

Trustee The holding of Debentures shall be proved by the registry of such Debentures or by
certificate of the Debenture Registrar The record of any Debentureholders meeting shall be

proved in the manner provided in Section 9.06
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Section 8.03 Who Are Deemed Absolute Owners The Company the Trustee any
paying agent and any Debenture Registrar may deem the Person in whose name such Debenture

shall be registered upon the Debenture Register to be and may treat it as the absolute owner of
such Debenture whether or not such Debenture shall be overdue and notwithstanding any
notation of ownership or other writing thereon made by any Person other than the Company or

any Debenture Registrar for the purpose of receiving payment of or on account of the principal

of and interest on such Debenture for surrendering such Debenture for redemption and for all

other purposes and neither the Company nor the Trustee nor any paying agent nor any
Debenture Registrar shall be affected by any notice to the contrary All such payments so made
to any Holder for the time being or upon his order shall be valid and to the extent of the sum
or sums so paid effectual to satisfy and discharge the liability for monies payable upon any such

Debenture

Section 8.04 .ornpany-owned Debentures Disregarded In determining whether the

Holders of the requisite aggregate principal amount of Debentures have concurred in any
direction consent waiver or other action under this Indenture Debentures which are owned by
the Company or any other obligor on the Debentures or any Affiliate of the Company or any
other obligor on the Debentures shall be disregarded and deemed not to be outstanding for the

purpose of any such determination provided that for the purposes of determining whether the

Trustee shall be protected in relying on any such direction consent waiver or other action only

Debentures which Responsible Officer actually knows are so owned shall be so disregarded

Debentures so owned which have been pledged in good faith may be regarded as outstanding for

the purposes of this Section 8.04 if the pledgee shall establish to the satisfaction of the Trustee

the pledgees right to vote such Debentures and that the pledgee is not the Company any other

obligor on the Debentures or any Affiliate of the Company or any such other obligor In the case

of dispute as to such right any decision by the Trustee taken upon the advice of counsel shall

be full protection to the Trustee Upon request of the Trustee the Company shall furnish to the

Trustee promptly Managers Certificate
listing and identifying all Debentures if any known

by the Company to be owned or held by or for the account of any of the above-described

Persons and subject to Section 7.01 the Trustee shall be entitled to accept such Managers
Certificate as conclusive evidence of the facts therein set forth and of the fact that all Debentures

not listed therein are outstanding for the purpose of any such determination

Section 8.05 Revocation Ofonsents Future Holders Bound At any time prior to but
not after the evidencing to the Trustee as provided in Section 8.01 of the taking of any action

by the Holders of the percentage in aggregate principal amount of the Debentures specified in

this Indenture in connection with such action any Holder of Debenture which is shown by the

evidence to be included in the Debentures the Holders of which have consented to such action

may by filing written notice with the Trustee at its Corporate Trust Office and upon proof of

holding as provided in Section 8.02 revoke such action so far as concerns such Debenture

Except as aforesaid any such action taken by the Holder of any Debenture shall be conclusive

and binding upon such Holder and upon all future holders and owners of such Debenture and of

any Debentures issued in exchange or substitution therefor irrespective of whether any notation

in regard thereto is made upon such Debenture or any Debenture issued in exchange or

substitution therefor
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ARTICLE
MEETINGS OF DEBENTUREHOLDERS

Section 9.01 Puipose of Meetings meeting of Debentureholders may be called at

any time and from time to time pursuant to the provisions of this Article for any of the

following purposes

To give any notice to the Company or to the Trustee or to give any directions to

the Trustee permitted under this Indenture or to consent to the waiving of any default or Event
of Default hereunder and its consequences or to take any other action authorized to be taken by
Debentureholders pursuant to any of the provisions of Article

To remove the Trustee and nominate successor trustee pursuant to the

provisions of Article

To consent to the execution of an indenture or indentures supplemental hereto

pursuant to the provisions of Section 10.02 or

To take any other action authorized to be taken by or on behalf of the Holders of

any specified aggregate principal amount of the Debentures under any other provision of this

Indenture or under applicable law

Section 9.02 Call of Meetings by Trustee

The Trustee may at any time call meeting of Debentureholders to take any
action specified in Section 9.01 to be held at such time and at such place as the Trustee shall

determine Notice of every meeting of the Debentureholders setting forth the time and the place

of such meeting and in general terms the action proposed to be taken at such meeting and the

establishment of any record date pursuant to Section 8.01 shall be mailed to Holders of

Debentures at their addresses as they shall appear on the Debenture Register Such notice shall

also be mailed to the Company Such notices shall be mailed not fewer than twenty 20 nor

more than ninety 90 days prior to the date fixed for the meeting

Any meeting of Debentureholders shall be valid without notice if the Holders of

all Debentures then outstanding are present in person or by proxy or if notice is waived before or

after the meeting by the Holders of all Debentures outstanding and if the Company and the

Trustee are either present by duly authorized representatives or have before or after the meeting
waived notice

Section 9.03 ca/I qf Meetings by Company or Debentureholders In case at any time

the Company pursuant to resolution of its Board of Managers or the Holders of at least

twenty-five percent 25% in aggregate principal amount of the Debentures then outstanding

shall have requested the Trustee to call meeting of Debentureholders by written request setting

forth in reasonable detail the action proposed to be taken at the meeting and the Trustee shall not

have mailed the notice of such meeting within twenty 20 days after receipt of such request

then the Company or such Debentureholders may determine the time and the place for such

meeting and may call such meeting to take any action authorized in Section 9.01 by mailing
notice thereof as provided in Section 9.02
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Section 9.04 Qua//Ications for loting To be entitled to vote at any meeting of

Debentureholders person shall be Holder of one or more Debentures on the Record Date

pertaining to such meeting or be person appointed by an instrument in writing as proxy by
Holder of one or more Debentures on the Record Date pertaining to such meeting The only

persons who shall be entitled to be present or to speak at any meeting of Debentureholders shall

be the persons entitled to vote at such meeting and their counsel and any duly authorized

representatives of the Trustee and its counsel and any duly authorized representatives of the

Company and its counsel

Section 9.05 Regulalions

Notwithstanding any other provisions of this Indenture the Trustee may make

such reasonable regulations as it may deem advisable for any meeting of Debentureholders in

regard to proof of the holding of Debentures and of the appointment of proxies and in regard to

the appointment and duties of inspectors of votes the submission and examination of proxies
certificates and other evidence of the right to vote and such other matters concerning the conduct

of the meeting as it shall think fit

The Trustee shall by an instrument in writing appoint temporary chairman of

the meeting unless the meeting shall have been called by the Company or by Debentureholders

as provided in Section 9.03 in which case the Company or the Debentureholders calling the

meeting as the case may be shall in like manner appoint temporary chairman permanent
chairman and permanent secretary of the meeting shall be elected by vote of the Holders of

majority in principal amount of the Debentures represented at the meeting and entitled to vote at

the meeting

Subject to the provisions of Section 8.04 at any meeting each Debentureholder or

proxyholder shall be entitled to one vote for each $1000 principal amount of Debentures held or

represented by him provided that no vote shall be cast or counted at any meeting in respect of

any Debenture challenged as not outstanding and mled by the chairman of the meeting to be not

outstanding The chairman of the meeting shall have no right to vote other than by virtue of

Debentures held by him or instruments in writing as aforesaid duly designating him as the proxy
to vote on behalf of other Debentureholders Any meeting of Debentureholders duly called

pursuant to the provisions of Section 9.02 or 9.03 may be adjourned from time to time by the

Holders of majority of the aggregate principal amount of Debentures represented at the

meeting whether or not constituting quorum and the meeting may be held as so adjourned
without further notice

Section 9.06 Voting The vote upon any resolution submitted to any meeting of

Debentureholders shall be by written ballot on which shall be subscribed the signatures of the

Holders of Debentures or of their duly authorized representatives by proxy and the outstanding

principal amount of the Debentures held or represented by them The permanent chairman of the

meeting shall appoint two inspectors of votes who shall count all votes cast at the meeting for or

against any resolution and who shall make and file with the secretary of the meeting their

verified written reports in duplicate of all votes cast at the meeting record in duplicate of the

proceedings of each meeting of Debentureholders shall be prepared by the secretary of the

meeting and there shall be attached to said record the original reports of the inspectors of votes
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on any vote by ballot taken thereat and affidavits by one or more persons having knowledge of
the facts setting forth copy of the notice of the meeting and showing that said notice was
mailed as provided in Section 9.02 The record shall show the principal amount of the

Debentures voting in favor of or against any resolution The record shall be signed and verified

by the affidavits of the permanent chairman and secretary of the meeting and one of the

duplicates shall be delivered to the Company and the other to the Trustee to be preserved by the

Trustee the latter to have attached thereto the ballots voted at the meeting Any record so

signed and verified shall be conclusive evidence of the matters therein stated

Section 9.07 No Delay ojRights by Meeting Nothing contained in this Article shall

be deemed or construed to authorize or permit by reason of any call of meeting of
Debentureholders or any rights expressly or impliedly conferred hereunder to make such call

any hindrance or delay in the exercise of any right or rights conferred upon or reserved to the

Trustee or to the Debentureholders under any of the provisions of this Indenture or of the

Debentures

ARTICLE 10

SUPPLEMENTAL INDENTURES

Section 10.01 Supplemental Indentures without Gonseni ofDehenureho/ders

The Company when authorized by the resolutions of the Board of Managers and
the Trustee may from time to time and at any time enter into an indenture or indentures

supplemental hereto for one or more of the following purposes

to convey transfer assign mortgage or pledge to the Trustee as security
for the Debentures any property or assets

ii to evidence the succession of another Person to the Company or

successive successions and the assumption by the successor Person of the covenants

agreements and obligations of the Company pursuant to Article 11

iii to add to the covenants of the Company such further covenants
restrictions or conditions as the Board of Managers and the Trustee shall consider to be
for the benefit of the Holders of Debentures and to make the occurrence or the

occurrence and continuance of default in any such additional covenants restrictions or
conditions default or an Event of Default permitting the enforcement of all or any of the

several remedies provided in this Indenture as herein set forth provided that in respect of

any such additional covenant restriction or condition such supplemental indenture may
provide for particular period of grace after default which period may be shorter or

longer than that allowed in the case of other defaults or may provide for an immediate
enforcement upon such default or may limit the remedies available to the Trustee upon
such default

iv to provide for the issuance under this Indenture of Debentures in coupon
form including Debentures registrable as to principal only and to provide for

exchangeability of such Debentures with the Debentures issued hereunder in fully

registered form and to make all appropriate changes for such purpose
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to cure any ambiguity or to correct or supplement any provision contained

herein or in any supplemental indenture that may be defective or inconsistent with any
other provision contained herein or in any supplemental indenture or to make such other

provisions in regard to matters or questions arising under this Indenture that shall not

adversely affect the interests of the Holders of the Debentures or

vi to evidence and provide for the acceptance of appointment hereunder by
successor Trustee with respect to the Debentures

Upon the written request of the Company accompanied by copy of the

resolutions of the Board of Managers certified by one of its Managers authorizing the execution

of any supplemental indenture the Trustee is hereby authorized to join with the Company in the

execution of any such supplemental indenture to make any further appropriate agreements and

stipulations that may be therein contained and to accept the conveyance transfer and assignment
of any property thereunder but the Trustee shall not be obligated to but may in its discretion

enter into any supplemental indenture that affects the Trustees own rights duties or immunities

under this Indenture or otherwise

Any supplemental indenture authorized by the provisions of this Section 10.01

may be executed by the Company and the Trustee without the consent of the Holders of any of
the Debentures at the time outstanding notwithstanding any of the provisions of Section 10.02

Section 10.02 Supplemental Indenture with Consent of Debentureholders

With the consent evidenced as provided in Article of the Holders of at least

majority in aggregate principal amount of the Debentures at the time outstanding the Company
when authorized by the resolutions of the Board of Managers and the Trustee may from time to

time and at any time enter into an indenture or indentures supplemental hereto for the purpose of

adding any provisions to or changing in any manner or eliminating any of the provisions of this

Indenture or any supplemental indenture or of modifying in any manner the rights of the Holders

of the Debentures provided that no such supplemental indenture shall without the consent of the

Holder of each Debenture so affected extend the fixed maturity of any Debenture iireduce

the rate or extend the time of payment of interest thereon iii reduce the
principal amount

thereof iv impair the right of any Debentureholder to institute suit for the payment thereof

make the principal thereof or interest thereon payable in any coin or currency other than that

provided in the Debentures vi modify any of the provisions of this Section 10.02 or

Section 6.07 except to increase any such percentage or to provide that certain other provisions of
this Indenture cannot be modified or waived without the consent of the Holder of each Debenture
so affected vii change any obligation of the Company to maintain an office or agency in the

places and for the purposes set forth in Section 4.02 viii reduce the quorum or voting

requirements set forth in Article or ix reduce the aforesaid percentage of Debentures the

Holders of which are required to consent to any such supplemental indenture

Upon the written request of the Company accompanied by copy of the

resolutions of the Board of Managers certified by one of its Managers authorizing the execution

of any such supplemental indenture and upon the filing with the Trustee of evidence of the

consent of Debentureholders as aforesaid the Trustee shall join with the Company in the
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execution of such supplemental indenture unless such supplemental indenture affects the

Trustees own rights duties or immunities under this Indenture or otherwise in which case the

Trustee may in its discretion but shall not be obligated to enter into such supplemental
indenture

It shall not be necessary for the consent of the Debentureholders under this

Section 10.02 to approve the particular form of any proposed supplemental indenture but it shall

be sufficient if such consent shall approve the substance thereof

Section 10.03 Effect of Supplemental Indenture Any supplemental indenture executed

pursuant to the provisions of this Article 10 shall be governed by the Trust Indenture Act as then

in effect as and to the extent provided in Section 1.02 Upon the execution of any supplemental
indenture pursuant to the provisions of this Article 10 this Indenture shall be and be deemed to

be modified and amended in accordance therewith and the respective rights limitation of rights

obligations duties and immunities under this indenture of the Trustee the Company and the

Holders of Debentures shall thereafter be determined exercised and enforced hereunder subject
in all respects to such modifications and amendments and all the terms and conditions of any
such supplemental indenture shall be and be deemed to be part of the terms and conditions of this

Indenture for any and all purposes

Section 10.04 Notation on Debentures Debentures authenticated and delivered after the

execution of any supplemental indenture pursuant to the provisions of this Article 10 may bear

notation in form approved by the Trustee as to any matter provided for in such supplemental

indenture If the Company or the Trustee shall so determine new Debentures so modified as to

conform in the opinion of the Trustee and the Board of Managers to any modification of this

Indenture contained in any such supplemental indenture may at the Companys expense be

prepared and executed by the Company authenticated by the Trustee or an authenticating agent

duly appointed by the Trustee pursuant to Section 15.10 and delivered in exchange for the

Debentures then outstanding upon surrender of such Debentures then outstanding

Section 10.05 Evidence onipliance of Supplemental Indenture to he Furnished to

Thistee Prior to entering into any supplemental indenture the Trustee shall be provided with

Managers Certificate and an Opinion of Counsel as conclusive evidence that any supplemental

indenture executed pursuant hereto complies with the requirements of this Article 10 and is

otherwise authorized or permitted by this indenture

ARTICLE 11

CONSOLIDATIONMERGER SALE CONVEYANCE AND TRANSFER

Section 11.01 Company bansactions Prohibited Generally Except as set forth in this

Article the Company shall not consolidate or merge with or into any other Person or Persons

whether or not affiliated with the Company nor shall the Company or its successor or

successors be party or parties to successive consolidations or mergers nor shall the Company
sell convey or otherwise transfer substantially all of its assets and properties to any other Person

whether or not affiliated with the Company each Company_Transaction unless in

connection with such Company Transaction this Indenture is satisfied and discharged in

accordance with Article 12
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Section 11 .02 certain Company Transactions Permitted Subject to the provisions of

Sections 11.03 and 11.04 the Company may engage in Company Transaction if the

Company is the surviving Person or the resulting surviving or transferee Person is organized

and existing under the laws of the United States of America any state thereof or the District of

Columbia iiupon such Company Transaction the due and punctual payment of the principal

of and interest on all of the Debentures according to their tenor and the due and punctual

performance and observance of all of the covenants and conditions of this Indenture to be

performed by the Company shall be expressly assumed by supplemental indenture satisfactory

in form to the Trustee executed and delivered to the Trustee by the Person if other than the

Company formed by such consolidation or into which the Company shall have been merged or

by the Person that shall have acquired or leased such property and iii immediately after giving

effect to the Company Transaction no Event of Default and no event which after notice or

lapse of time or both would become an Event of Default shall have happened and be

continuing

Section 11 .03 Successor to he Substituted In case of any such consolidation merger
sale conveyance or other transfer and upon the assumption by the successor Person by

supplemental indenture executed and delivered to the Trustee and
satisfactory

in form to the

Trustee of the due and punctual payment of the principal of and interest on all of the

Debentures and the due and punctual performance of all of the covenants and conditions of this

Indenture to be performed by the Company such successor Person shall succeed to and be

substituted for the Company with the same effect as if it had been named herein as the party of

this first part Such successor Person thereupon may cause to be signed and may issue either in

its own name or in the name of First Merchants Trust Company any or all of the Debentures
issuable hereunder that theretofore shall not have been signed by the Company and delivered to

the Trustee and upon the order of such successor Person instead of the Company and subject to

all the terms conditions and limitations in this Indenture prescribed the Trustee shall

authenticate and shall deliver or cause to be authenticated and delivered any Debentures that

previously shall have been signed and delivered by the officers of the Company to the Trustee

for authentication and any Debentures that such successor Person thereafter shall cause to be

signed and delivered to the Trustee for that purpose All the Debentures so issued shall in all

respects have the same legal rank and benefit under this Indenture as the Debentures theretofore

or thereafter issued in accordance with the terms of this Indenture as though all of such

Debentures had been issued at the date of the execution hereof In the event of any such

consolidation merger sale conveyance transfer or lease upon compliance with the provisions

of this Article 11 the Person named as the Company in the first paragraph of this Indenture or

any successor that shall thereafter have become such in the manner prescribed in this Article Ii

may be dissolved wound up and liquidated at any time thereafter and such Person shall be

released from its liabilities as obligor and maker of the Debentures and from its obligations under

this Indenture In case of any such Company Transaction such changes in phraseology and form

but not in substance may be made in the Debentures thereafter to be issued as may be

appropriate

Section 11 .04 Opinion of Counsel to be Given to Trustee The Trustee shall receive

Managers Certificate and an Opinion of Counsel as conclusive evidence that any such Company
Transaction complies with the provisions of this Article 11
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Section 11.05 L.xc/usion for Affiliate Lease Transactions Nothing contained in this

Article 11 is intended to prohibit any lease between the Company and Reagan Park Senior

Living AL LLC or one or more of its other Subsidiaries or Affiliates for the purpose of

operating senior living facility business

ARTICLE 12

SATISFACTION AND DISCHARGE OF INDENTURE

Section 12.01 Discharge of Indenture When the Company shall deliver to the Trustee

for cancellation all Debentures theretofore authenticated other than any Debentures that have

been destroyed lost or stolen and in lieu of or in substitution for which other Debentures shall

have been authenticated and delivered and not theretofore canceled or all the Debentures not

theretofore canceled or delivered to the Trustee for cancellation shall have become due and

payable and the Company shall deposit with the Trustee in trust funds sufficient to pay all of

the Debentures other than any Debentures that shall have been mutilated destroyed lost or

stolen and in lieu of or in substitution for which other Debentures shall have been authenticated

and delivered not theretofore canceled or delivered to the Trustee for cancellation including

principal and interest due and if the Company shall also pay or cause to be paid all other sums

payable hereunder by the Company then this Indenture shall cease to be of further effect except
as to rights hereunder of Debentureholders to receive payments of principal of and interest

on the Debentures and the other rights duties and obligations of Debentureholders as

beneficiaries hereof with respect to the amounts if any so deposited with the Trustee and ii the

rights obligations and immunities of the Trustee hereunder and the Trustee on written demand
of the Company accompanied by Managers Certificate and an Opinion of Counsel as required

by Section 15.05 and at the cost and expense of the Company shall execute proper instruments

acknowledging satisfaction of and discharging this Indenture the Company however hereby

agrees to reimburse the Trustee for any costs or expenses thereafter reasonably and properly

incurred by the Trustee and to compensate the Trustee for any services thereafter reasonably and

properly rendered by the Trustee in connection with this Indenture or the Debentures

Section 12.02 Depo.cied Monies to be Held in ftust by Trustee Subj ect to

Section 12.04 all monies deposited with the Trustee pursuant to Section 12.01 shall be held in

trust for the sole benefit of the Debentureholders and such monies shall be applied by the

Trustee to the payment either directly or through any paying agent including the Company if

acting as its own paying agent to the Holders of the particular Debentures for the payment or

redemption of which such monies have been deposited with the Trustee of all sums due and to

become due thereon for principal and interest

Section 12.03 Paying Agent to Repay Monies Held Upon the satisfaction and discharge
of this Indenture all monies then held by any paying agent of the Debentures other than the

Trustee shall be repaid to it or paid to the Trustee and thereupon such paying agent shall be
released from all further liability with respect to such monies

Section 12.04 Return of Unclaimed Monies Subject to the requirements of applicable

law any monies deposited with or paid to the Trustee for payment of the principal of or interest

on Debentures and not applied but remaining unclaimed by the Holders of Debentures for two

years after the date upon which the principal of or interest on such Debentures as the case may
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be shall have become due and payable shall be repaid to the Company by the Trustee and all

liability of the Trustee shall thereupon cease with respect to such monies and the Holder of any

of the Debentures shall thereafter look only to the Company for any payment that such Holder

may be entitled to collect unless an applicable abandoned property law designates another

Person

Section 12.05 Reinstatement if the Trustee or the paying agent is unable to apply any

money in accordance with Section 12.02 by reason of any order or judgment of any court or

governmental authority enjoining restraining or otherwise prohibiting such application the

Companys obligations under this Indenture and the Debentures shall be revived and reinstated

as though no deposit had occurred pursuant to Section 12.01 until such time as the Trustee or the

paying agent is permitted to apply all such money in accordance with Section 12.02 provided

that if the Company makes any payment of interest on or principal of any Debenture following

the reinstatement of its obligations the Company shall be subrogated to the rights of the Holders

of such Debentures to receive such payment from the money held by the Trustee or paying agent

ARTICLE 13

IMMUNITY

Section 13.01 hidenture and Debentures Solely Company Obligations No recourse for

the payment of the principal of or interest on any Debenture or for any claim based thereon or

otherwise in respect thereof and no recourse under or upon any obligation covenant or

agreement of the Company in this Indenture or in any supplemental indenture or in any

Debenture or because of the creation of any indebtedness represented thereby shall be had

against any organizer member employee agent manager Affiliate or Subsidiary as such past

present or future of the Company or of any successor entity either directly or through the

Company or any successor entity whether by virtue of any constitution statute or rule of law or

by the enforcement of any assessment or penalty or otherwise it being expressly understood that

all such liability is hereby expressly waived and released as condition of and as consideration

for the execution of this Indenture and the issue of the Debentures

ARTICLE 14

SUBORDINATION

Section 14.01 Agreement of Subordination

The Company covenants and agrees and each Holder of Debentures issued

hereunder by its acceptance thereof likewise covenants and agrees that all Debentures shall be

issued subject to the provisions of this Article 14 and each Person holding any Debenture

whether upon original issue or upon transfer assignment or exchange thereof accepts and agrees

to be bound by such provisions

The payment of the principal of and interest on all Debentures including but

not limited to the Redemption Price with respect to the Debentures subject to redemption by the

Company in accordance with Article as provided in this Indenture issued hereunder shall to

the extent and in the manner hereinafter set forth be subordinated and subject in right of

payment to the prior payment in full in cash or payment satisfactory to the holders of Senior
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Indebtedness of all Senior Indebtedness whether outstanding at the date of this Indenture or

thereafter incurred

No provision of this Article 14 shall prevent the occurrence of any Default or

Event of Default hereunder

Section 14.02 Payments to Holders

No payment shall be made with respect to the principal of or interest on the

Debentures including but not limited to the Redemption Price with respect to the Debentures

subject to redemption by the Company in accordance with Article as provided in this

Indenture except payments and distributions made by the Trustee as permitted by

Section 14.05 if

the Trustee receives written notice that an Event of Default in the payment
of principal interest or other obligations due on any Senior Indebtedness has occurred

and is continuing or in the case of Senior Indebtedness for which there is period of

grace in the event of such default that continues beyond the period of grace if any

specified in the instrument or lease evidencing such Senior Indebtedness unless and

until such default shall have been cured or waived or shall have ceased to exist or

ii an Event of Default other than payment Event of Default on any Senior

Indebtedness occurs and is continuing that then permits holders of such Senior

Indebtedness to accelerate its maturity and the Trustee receives written notice of the

default Payment Blockage Notice from duly authorized representative or holder of

such Senior Indebtedness or the Company

Subject to the provisions of Section 14.05 if the Trustee receives any Payment

Blockage Notice pursuant to clause above no subsequent Payment Blockage Notice shall be

effective for purposes of this Section unless and until at least 365 days shall have elapsed since

the initial effectiveness of the immediately prior Payment Blockage Notice No nonpayment

Event of Default that existed or was continuing on the date of delivery of any Payment Blockage

Notice to the Trustee unless such Event of Default was waived cured or otherwise ceased to

exist and thereafter subsequently reoccurred shall be or be made the basis for subsequent

Payment Blockage Notice

The Company may and shall resume payments on and distributions in respect of

the Debentures upon the earlier of

in the case of an Event of Default referred to in clause above the date

upon which the default is cured or waived or ceases to exist or

ii in the case of an Event of Default referred to in clause above the

earlier of the date on which such default is cured or waived or ceases to exist or 179 days

pass after the date on which the applicable Payment Blockage Notice is received if the

maturity of such Senior Indebtedness has not been accelerated unless this Article 14

otherwise prohibits the payment or distribution at the time of such payment or

distribution

1711632.6 42



Upon any payment by the Company or distribution of assets of the Company of

any kind or character whether in cash property or securities to creditors upon any dissolution or

winding-up or liquidation or reorganization of the Company whether voluntary or involuntary

or in bankruptcy insolvency receivership or similar proceedings all amounts due or to become

due upon all Senior Indebtedness shall first be paid in full in cash to the holders of Senior

Indebtedness before any payment is made on account of the principal of or interest on the

Debentures except payments made pursuant to Article 12 from monies deposited with the

Trustee pursuant thereto prior to commencement of proceedings for such dissolution winding-

up liquidation or reorganization and upon any such dissolution or winding-up or liquidation or

reorganization of the Company or bankruptcy insolvency receivership or other proceeding any

payment by the Company or distribution of assets of the Company of any kind or character

whether in cash property or securities to which the Holders of the Debentures or the Trustee

would be entitled except for the provision of this Article 14 shall except as aforesaid be paid

by the Company or by any receiver trustee in bankruptcy liquidating trustee agent or other

Person making such payment or distribution or by the Holders of the Debentures or by the

Trustee under this Indenture if received by them or it directly to the holders of Senior

Indebtedness pro rata to such holders on the basis of the respective amounts of Senior

Indebtedness held by such holders or as otherwise required by law or court order or their duly

authorized representative or representatives or to the trustee or trustees under any indenture

pursuant to which any instruments evidencing any Senior Indebtedness may have been issued as

their respective interests may appear to the extent necessary to pay all Senior Indebtedness in

full in cash after giving effect to any concurrent payment or distribution to or for the holders of

Senior Indebtedness before any payment or distribution is made to the Holders of the

Debentures or to the Trustee

For purposes of this Article 14 the words cash property or securities shall not

be deemed to include units of membership interest in the Company as reorganized or readjusted

or securities of the Company or any other entity provided for by plan of reorganization or

readjustment the payment of which is subordinated at least to the extent provided in this

Article 14 with respect to the Debentures to the payment of all Senior Indebtedness which may at

the time be outstanding provided that the Senior Indebtedness is assumed by the new entity

if any resulting from any reorganization or readjustment and ii the rights of the holders of

Senior Indebtedness other than leases which are not assumed by the Company or the new entity

as the case may be are not without the consent of such holders altered by such reorganization

or readjustment The consolidation of the Company with or the merger of the Company into

another entity or the liquidation or dissolution of the Company following the sale conveyance
or other transfer of substantially all of its property to another entity upon the terms and

conditions provided for in Article ii shall not be deemed dissolution winding-up liquidation

or reorganization for the purposes of this Section 14.02 if such other entity shall as part of such

consolidation merger sale conveyance or other transfer comply with the conditions stated in

Article 11

In the event of the acceleration of the Debentures because of an Event of Default

no payment or distribution shall be made to the Trustee or any Holder of Debentures in respect

of the principal of or interest on the Debentures by the Company including but not limited to

the Redemption Price with respect to the Debentures subject to redemption by the Company in

accordance with Article as provided in this Indenture except payments and distributions made
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by the Trustee as permitted by Section 14.05 until all Senior Indebtedness has been paid in full

in cash or such acceleration is rescinded in accordance with the terms of this Indenture If

payment of the Debentures is accelerated because of an Event of Default the Company shall

promptly notify holders of Senior Indebtedness of such acceleration

In the event that notwithstanding the foregoing provisions any payment or

distribution of assets of the Company of any kind or character whether in cash property or

securities including without limitation by way of setoff or otherwise prohibited by the

foregoing shall be received by the Trustee the paying agent or the Holders of the Debentures

before all Senior Indebtedness is paid in full in cash or other payment satisfactory to the holders

of Senior Indebtedness or provision is made for such payment thereof in accordance with its

terms in cash such payment or distribution shall be held in trust for the benefit of and shall be

paid over or delivered to the holders of Senior Indebtedness or their duly authorized

representative or representatives or to the trustee or trustees under any indenture pursuant to

which any instruments evidencing any Senior Indebtedness may have been issued as their

respective interests may appear as calculated by the Company for application to the payment of

all Senior Indebtedness remaining unpaid to the extent necessary to pay all Senior Indebtedness

in full in cash after giving effect to any concurrent payment or distribution to or for the holders

of such Senior Indebtedness

Nothing in this Section 14.02 shall apply to claims of or payments to the Trustee

under or pursuant to Section 7.06 This Section 14.02 shall be subject to the further provisions of

Section 14.05

Section 14.03 Subrogation of Debentures

Subject to the payment in full in cash of all Senior Indebtedness the rights of the

Holders of the Debentures shall be subrogated to the extent of the payments or distributions

made to the holders of such Senior Indebtedness pursuant to the provisions of this Article 14

equally and ratably with the holders of all indebtedness of the Company which by its express

terms is subordinated to other indebtedness of the Company to substantially the same extent as

the Debentures are subordinated and is entitled to like rights of subrogation to the rights of the

holders of Senior Indebtedness to receive payments or distributions of cash property or

securities of the Company applicable to the Senior Indebtedness until the principal of and

interest on the Debentures shall be paid in full in cash and for the purposes of such

subrogation no payments or distributions to the holders of the Senior Indebtedness of any cash

property or securities to which the Holders of the Debentures or the Trustee would be entitled

except for the provisions of this Article 14 and no payment over pursuant to the provisions of

this Article 14 to or for the benefit of the holders of Senior Indebtedness by Holders of the

Debentures or the Trustee shall as between the Company its creditors other than holders of

Senior Indebtedness and the Holders of the Debentures be deemed to be payment by the

Company to or on account of the Senior Indebtedness and no payments or distributions of cash

property or securities to or for the benefit of the Holders of the Debentures pursuant to the

subrogation provisions of this Article 14 which would otherwise have been paid to the holders

of Senior Indebtedness shall be deemed to be payment by the Company to or for the account of

the Debentures It is understood that the provisions of this Article 14 are and are intended solely
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for the purposes of defining the relative rights of the Holders of the Debentures on the one hand
and the holders of the Senior Indebtedness on the other hand

Nothing contained in this Article 14 or elsewhere in this Indenture or in the

Debentures is intended to or shall impair as among the Company its creditors other than the

holders of Senior indebtedness and the Holders of the Debentures the obligation of the

Company which is absolute and unconditional to pay to the Holders of the Debentures the

principal of and interest on the Debentures as and when the same shall become due and payable
in accordance with their terms or is intended to or shall affect the relative rights of the Holders

of the Debentures and creditors of the Company other than the holders of the Senior

indebtedness nor shall anything herein or therein prevent the Trustee or the Holder of any
Debenture from exercising all remedies otherwise permitted by applicable law upon default

under this Indenture subject to the rights if any under this Article 14 of the holders of Senior

Indebtedness in respect of cash property or securities of the Company received upon the

exercise of any such remedy

Upon any payment or distribution of assets of the Company referred to in this

Article 14 the Trustee subject to the provisions of Section 7.01 and the Holders of the

Debentures shall be entitled to rely upon any order or decree made by any Court of competent
jurisdiction in which such bankruptcy dissolution winding-up liquidation or reorganization

proceedings are pending or certificate of the receiver trustee in bankruptcy liquidating

trustee agent or other Person making such payment or distribution delivered to the Trustee or to

the Holders of the Debentures for the purpose of ascertaining the persons entitled to participate
in such distribution the holders of the Senior Indebtedness and other indebtedness of the

Company the amount thereof or payable thereon and all other facts pertinent thereto or to this

Article 14

Section 14.04 Authorization to Effect Subordination Each Holder of Debenture by the

Holders acceptance thereof authorizes and directs the Trustee on the Holders behalf to take

such action as may be necessary or appropriate to effectuate the subordination as provided in this

Article 14 and appoints the Trustee to act as the Holders attorney-in-fact for any and all such

purposes If the Trustee does not file proper proof of claim or proof of debt in the form

required in any proceeding referred to in Section 14.03 hereof at least 30 days before the

expiration of the time to file such claim the holders of any Senior Indebtedness or their duly

authorized representatives are hereby authorized to file an appropriate claim for and on behalf of
the Holders of the Debentures

Section 14.05 Notice to Trustee

The Company shall give prompt written notice in the form of Managers
Certificate to Responsible Officer of the Trustee and to any paying agent of any fact known to

the Company which would prohibit the making of any payment of monies to or by the Trustee or

any paying agent in respect of the Debentures pursuant to the provisions of this Article 14

Notwithstanding the provisions of this Article 14 or any other provision of this indenture the

Trustee shall not be charged with knowledge of the existence of any facts which would prohibit
the making of any payment of monies to or by the Trustee in respect of the Debentures pursuant
to the provisions of this Article 14 unless and until Responsible Officer of the Trustee shall

otL
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have received written notice thereof at the Corporate Trust Office from the Company in the

form of Managers Certificate or duly authorized representative or Holder or holders of

Senior Indebtedness or from any trustee thereof and before the receipt of any such written

notice the Trustee subject to the provisions of Section 7.01 shall be entitled in all respects to

assume that no such facts exist provided that if on date not less than one Business Day prior to

the date upon which by the terms hereof any such monies may become payable for any purpose

including without limitation the payment of the principal of or interest on any Debenture the

Trustee shall not have received with respect to such monies the notice provided for in this

Section 14.05 then anything herein contained to the contrary notwithstanding the Trustee shall

have full power and authority to receive such monies and to apply the same to the purpose for

which they were received and shall not be affected by any notice to the contrary which may be

received by it on or after such prior date Notwithstanding anything in this Article 14 to the

contrary nothing shall prevent any payment by the Trustee to the Holders of monies deposited

with it pursuant to Article 12 and any such payment shall not be subject to the provisions of this

Article 14

The Trustee subject to the provisions of Section 7.01 shall be entitled to rely on

the delivery to it of written notice by duly authorized representative or Person representing

himself to be holder of Senior Indebtedness or trustee on behalf of such holder to establish

that such notice has been given by duly authorized representative or holder of Senior

Indebtedness or trustee on behalf of any such holder or holders In the event that the Trustee

determines in good faith that further evidence is required with respect to the right of any Person

as holder of Senior Indebtedness to participate in any payment or distribution pursuant to this

Article 14 the Trustee may request such Person to furnish evidence to the reasonable satisfaction

of the Trustee as to the amount of Senior Indebtedness held by such Person the extent to which

such Person is entitled to participate in such payment or distribution and any other facts pertinent

to the rights of such Person under this Article 14 and if such evidence is not furnished the

Trustee may defer any payment to such Person pending judicial determination as to the right of

such Person to receive such payment

Section 14.06 iustee Relation /a Senior Indehiedness

The Trustee in its individual capacity shall be entitled to all the rights set forth in

this Article 14 in respect of any Senior Indebtedness at any time held by it to the same extent as

any other holder of Senior Indebtedness and nothing in Section 7.13 or elsewhere in this

Indenture shall deprive the Trustee of any of its rights as such holder

With respect to the holders of Senior Indebtedness the Trustee undertakes to

perform or to observe only such of its covenants and obligations as are specifically set forth in

this Article 14 and no implied covenants or obligations with respect to the holders of Senior

Indebtedness shall be read into this Indenture against the Trustee The Trustee shall not be

deemed to owe any fiduciary duty to the holders of Senior Indebtedness and subject to the

provisions of Section 7.01 the Trustee shall not be liable to any holder of Senior Indebtedness if

it shall pay over or deliver to Holders of Debentures the Company or any other Person money or

assets to which any holder of Senior Indebtedness shall be entitled by virtue of this Article 14 or

otherwise
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Section 14.07 No Impairment of Subordination No right of any present or future holder

of any Senior Indebtedness to enforce subordination as herein provided shall at any time in any

way be prejudiced or impaired by any act or failure to act on the
part

of the Company or by any

act or failure to act in good faith by any such holder or by any noncompliance by the Company
with the terms provisions and covenants of this Indenture regardless of any knowledge thereof

which any such holder may have or otherwise he charged with

Section 14.08 Article Applicable to Paying Agents If at any time any paying agent other

than the Trustee shall have been appointed by the Company and be then acting hereunder the

term Trustee as used in this Article shall unless the context otherwise requires be construed

as extending to and including such paying agent within its meaning as fully for all intents and

purposes as if such paying agent were named in this Article in addition to or in place of the

Trustee

Section 14.09 Senior Indebtedness Entitled to Rely The holders of Senior Indebtedness

shall have the right to rely upon this Article 14 and no amendment or modification of the

provisions contained herein shall diminish the rights of such holders unless such holders shall

have agreed in writing thereto

ARTICLE 15

MISCELLANEOUS PROVISIONS

Section 15.01 Provisions Binding on company Successors All the covenants

stipulations promises and agreements by the Company contained in this Indenture shall bind its

successors and assigns whether so expressed or not

Section 15.02 OtjIcia/Acts by Successor Entity Any act or proceeding by any provision

of this Indenture authorized or required to be done or performed by any board committee

manager or officer of the Company shall and may be done and performed with like force and

effect by the like board committee manager or officer of any Person that shall at the time be the

lawful sole successor of the Company

Section 5.03 Addre.sses/br Notices etc

Any notice or demand which by any provision of this Indenture is required or

permitted to be given or served by the Trustee or by the Holders of Debentures on the Company
shall be deemed to have been sufficiently given or made for all purposes if given or served by

being deposited postage prepaid by registered or certified mail in post office letter box or sent

by telecopier transmission addressed as follows to Leo Brown Group LLC 301 East Carmel

Drive Suite C300 Carmel Indiana 46032 Telecopier No 317 663-0945 Attention Thomas

Smith Any notice direction request or demand hereunder to or upon the Trustee shall be

deemed to have been sufficiently given or made for all purposes if given or served by being

deposited postage prepaid by registered or certified mail in post office letter box or sent by

telecopier transmission addressed as follows First Merchants Trust Company 10333 North

Meridian Street Suite 350 Indianapolis Indiana 46290 Telecopier No 765 751-1869

Attention James Dimitroff
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The Trustee by notice to the Company may designate additional or different

addresses for subsequent notices or communications

Any notice or communication mailed to Debentureholder shall be mailed to him

by first class mail postage prepaid at his address as it appears on the Debenture Register and

shall be sufficiently given to him if so mailed within the time prescribed

Failure to mail notice or communication to Debentureholder or any defect in it

shall not affect its sufficiency with respect to other Debentureholders If notice or

communication is mailed in the manner provided above it is duly given whether or not the

addressee receives it

Section 15.04 Governing Law This Indenture and each Debenture shall be deemed to be

contract made under the laws of the State of Indiana and for all purposes shall be construed in

accordance with the laws of the State of Indiana without regard to conflicts of laws principles

thereof

Section 15.05 Evidence of Compliance with ondftions Precedeni ertiflcales to

Trustee

Upon any application or demand by the Company to the Trustee to take any
action under any of the provisions of this Indenture the Company shall furnish to the Trustee

Managers Certificate stating that all conditions precedent if any provided for in this Indenture

relating to the proposed action have been complied with and an Opinion of Counsel
stating that

in the opinion of such counsel all such conditions precedent have been complied with

Each certificate or opinion provided for in this Indenture and delivered to the

Trustee with respect to compliance with condition or covenant provided for in this Indenture

shall include statement that the Person making such certificate or opinion has read such

covenant or condition brief statement as to the nature and scope of the examination or

investigation upon which the statement or opinion contained in such certificate or opinion is

based statement that in the opinion of such Person he has made such examination or

investigation as is necessary to enable him to express an informed opinion as to whether or not

such covenant or condition has been complied with and statement as to whether or not in

the opinion of such Person such condition or covenant has been complied with

Section 15.06 Legal Holidays In any case in which the date of maturity of interest on or

principal of the Debentures or the redemption date of any Debenture will not be Business Day
then payment of such interest on or principal of the Debentures need not be made on such date
but may be made on the next succeeding Business Day with the same force and effect as if made
on the date of maturity or the redemption date and no interest shall accrue for the period from
and after such date

Section 15.07 No Security Intere.si Created Nothing in this Indenture or in the

Debentures expressed or implied shall be construed to constitute security interest under the

Uniform Commercial Code or similar legislation as now or hereafter enacted and in effect in

any jurisdiction in which property of the Company or its Subsidiaries is located
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Section 1508 Benefits of Indenture Nothing in this Indenture or in the Debentures

express or implied shall give to any Person other than the parties hereto any paying agent any

authenticating agent any Debenture Registrar and their successors hereunder and the Holders of

Debentures any benefit or any legal or equitable right remedy or claim under this Indenture

Section 1509 lahle of Contents Headings Etc The table of contents and the titles and

headings of the Articles and Sections of this Indenture have been inserted for convenience of

reference only are not to be considered
part hereof and shall in no way modify or restrict any

of the terms or provisions hereof

Section 15.10 Authenticating Agent

The Trustee may appoint an authenticating agent that shall be authorized to act on

its behalf and subject to its direction in the authentication and delivery of Debentures in

connection with the original issuance thereof and transfers and exchanges of Debentures

hereunder including under Sections 2.04 2.05 2.06 and 2.07 as fully to all intents and purposes

as though the authenticating agent had been expressly authorized by this Indenture and those

Sections to authenticate and deliver Debentures For all purposes of this Indenture the

authentication and delivery of Debentures by the authenticating agent shall be deemed to be

authentication and delivery of such Debentures by the Trustee and certificate of

authentication executed on behalf of the Trustee by an authenticating agent shall be deemed to

satisfy any requirement hereunder or in the Debentures for the Trustees certificate of

authentication Such authenticating agent shall at all times be Person eligible to serve as

trustee hereunder pursuant to Section 7.09

Any corporation into which any authenticating agent may be merged or converted

or with which it may be consolidated or any corporation resulting from any merger
consolidation or conversion to which any authenticating agent shall be party or any

corporation succeeding to the corporate trust business of any authenticating agent shall be the

successor of the authenticating agent hereunder if such successor corporation is otherwise

eligible under this Section 15.10 without the execution or filing of any paper or any further act

on the
part

of the parties hereto or the authenticating agent or such successor corporation

Any authenticating agent may at any time resign by giving written notice of

resignation to the Trustee and to the Company The Trustee may at any time terminate the

agency of any authenticating agent by giving written notice of termination to such authenticating

agent and to the Company Upon receiving such notice of resignation or upon such

termination or in case at any time any authenticating agent shall cease to be eligible under this

Section the Trustee shall either promptly appoint successor authenticating agent or itself

assume the duties and obligations of the former authenticating agent under this Indenture and

upon such appointment of successor authenticating agent if made shall give written notice of

such appointment of successor authenticating agent to the Company and shall mail notice of

such appointment of successor authenticating agent to all Holders of Debentures as the names

and addresses of such Holders appear on the Debenture Register
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The Company agrees to pay to the authenticating agent from time to time such

reasonable compensation for its services as shall be agreed upon in writing between the

Company and the authenticating agent

The provisions of Sections 7.02 7.03 7.04 8.03 and this Section 15.10 shall be

applicable to any authenticating agent

Section 15 11 Execution in Counterparts This Indenture may be executed in any

number of counterparts each of which shall be an original but such counterparts shall together

constitute but one and the same instrument

Section 15.12 Severability In case any provision in this Indenture or in the Debentures

shall be invalid illegal or unenforceable then to the extent permitted by law the validity

legality and enforceability of the remaining provisions shall not in any way be affected or

impaired thereby

EXECUTED as of the date first above written

REAGAN PARK SENIOR LIVING LLC

By ___________________________
Name Thomas Smith

Title Manager

The Trustee hereby accepts the trusts in this Indenture declared and provided upon the

terms and conditions herein above set forth

FIRST MERCHANTS BANK NATIONAL ASSOCIATION
acting by and through its FIRST MERCHANTS TRUST COMPANY DIVISiON
as Trustee

By ________________________
Name James Dimitroff

Title Vice President/Trust Relationship Manager

77
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Exhibit

NEITHER THIS DEBENTURE NOR ANY SECURITIES ISSUABLE UPON
REDEMPTION OF ThIS DEBENTURE HAVE BEEN REGISTERED OR QUALIFIED
UNDER THE SECURETIES ACT OF 1933 AS AMENDED THE SECURITIES ACT OR
APPLICABLE STATE SECURITIES LAWS NEITHER THIS DEBENTURE NOR SUCH
SECURITIES MAY BE SOLD OFFERED FOR SALE TRANSFERRED OR OTHERWISE
DISPOSED OF UNLESS REGISTERED OR QUALIFIED UNDER THE SECURITIES ACT
OR APPLICABLE STATE SECURITiES LAWS OR THE TRANSACTION IS EXEMPT
FROM SUCH REGISTRATION OR QUALIFICATION

REAGAN PARK SENIOR LIVThIG LLC

9% SUBORDINATED DEBENTURE DUE DECEMBER 2017

CUSIP
No

REAGAN PARK SENIOR LIVING LLC limited liability company duly organized

and validly existing under the laws of the State of Indiana the Company which term includes

any successor entity under the Indenture referred to on the reverse hereof for value received

hereby promises to pay to

or registered assigns the principal sum of DOLLARS
on December 31 2017 at the office or agency of the Company maintained for that purpose in

accordance with the terms of the Indenture in such coin or currency of the United States of

America as at the time of payment shall be legal tender for the payment of public and private

debts and to pay interest quarterly on June September December and March of each

year commencing June 2013 on said principal sum in like coin or currency at the rate per

annum of 9% from the June September December or March as the case may be next

preceding the date of this Debenture to which interest has been paid or duly provided for unless

the date hereof is date to which interest has been paid or duly provided for in which case from

the date of this Debenture or unless no interest has been paid or duly provided for on the

Debentures in which case from the date of the issuance of this Debenture until payment of said

principal sum has been made or duly provided for Notwithstanding the foregoing if the date

hereof is after any June September December or March as the case may be and before

the following June September December or March this Debenture shall bear interest

from such June September December or March provided that if the Company shall

default in the payment of interest due on such June September December or March then

this Debenture shall bear interest from the next preceding June September December or

March to which interest has been paid or duly provided for or if no interest has been paid or
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duly provided for on such Debenture from the date of the issuance of this Debenture Except as

otherwise provided in the Indenture the interest payable on this Debenture pursuant to the

Indenture on any June September December or March will be paid to the Person entitled

thereto as it appears in the Debenture Register at the close of business on the Record Date which

shall be the May 15 August 15 November 15 or February 15 whether or not Business Day
next preceding such June September December or March as provided in the Indenture

provided that any such interest not punctually paid or duly provided for shall be payable as

provided in Section 2.03 of the Indenture Interest on the Debentures shall be computed on the

basis of 360-day year of twelve 30-day months

The Company shall pay interest on any Debentures in certificated form by check mailed

to the address of the Person entitled thereto as it appears in the Debenture Register

Reference is made to the further provisions of this Debenture set forth on the reverse

hereof Such further provisions shall for all purposes have the same effect as though fully set

forth at this place

This Debenture shall be deemed to be contract made under the laws of the State of

Indiana and for all purposes shall be construed in accordance with and governed by the laws of

the State of Indiana without regard to conflicts of laws principles thereof

This Debenture shall not be valid or become obligatory for any purpose until the

certificate of authentication hereon shall have been manually signed by the Trustee or duly

authorized authenticating agent under the Indenture

IN WITNESS WHEREOF the Company has caused this Debenture to be duly executed

REAGAN PARK SENiOR LIVING LLC

By _____________________________
Thomas Smith Manager
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TRUSTEES CERTIFICATE OF AUTHENTICATION

This is one of the Debentures described in the within-named Indenture

Dated

FIRST MERCHANTS BANK NATIONAL ASSOCIATION

acting by and through its FIRST MERCHANTS TRUST COMPANY DIVISION
as Trustee

By_ ___
Authorized Signatory

or

By ___ ___
As Authenticating Agent

if different from Trustee

By -___ ___
Authorized Signatory
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FORM OF REVERSE OF DEBENTURE

REAGAN PARK SENIOR LIVING LLC

9% SUBORDINATED DEBENTURE DUE DECEMBER 312017

This Debenture is one of duly authorized issue of Debentures of the Company
designated as its 9% Subordinated Debentures Due December 31 2017 the Debentures
limited in aggregate principal amount to $2500000 issued and to be issued under and pursuant

to an Indenture dated as of December 2012 the Indenture between the Company and First

Merchants Bank National Association acting by and through its First Merchants Trust Company
Division as trustee the Trustee to which Indenture and all indentures supplemental thereto

reference is hereby made for description of the rights limitations of rights obligations duties

and immunities thereunder of the Trustee the Company and the 1-folders of the Debentures

The Debentures are issuable in fully registered form without coupons in denominations

of $1000 principal amount and any multiple of $1000 Upon due presentment for registration

of transfer of this Debenture at the office or agency of the Company maintained for that purpose
in accordance with the terms of the Indenture new Debenture or Debentures of authorized

denominations for an equal aggregate principal amount will be issued to the transferee in

exchange thereof subject to the limitations provided in the Indenture without charge except for

any tax assessment or other governmental charge imposed in connection therewith

The Company may not give notice of any redemption of the Debentures if an Event of

Default in the payment of interest on the Debentures has occurred and is continuing

The Debentures are not subject to redemption through the operation of any sinking fund

The Debentures may be redeemed at the option of the Company in whole or in part upon
mailing notice of such redemption not less than 30 days but not more than 60 days before the

redemption date to the Holders of Debentures at their last registered addresses all as provided in

the Indenture Debenture may be redeemed at the option of the Holder in whole but not in

part upon notice of redemption to the Company and the Trustee not fewer than thirty 30 nor

more than sixty 60 days prior to the redemption date by first class mail The notice shall be

accompanied by Warrant exercise form containing such Holders or such Holders designees

agreement to purchase Class Membership Units for an aggregate exercise price of not less than

the aggregate Redemption Price The Redemption Price in each case shall be 100% expressed
as percentage of the principal amount of the Debenture to be redeemed together with accrued

and unpaid interest to but excluding the redemption date provided that if the redemption date is

on June September December or March then the interest payable on such date shall be

paid to the Holder of record on the preceding June September December or March

respectively

No adjustment in respect of interest on any Debenture will be made upon any surrender

for Mandatory Redemption except as set forth in the next sentence If this Debenture or portion

hereof is surrendered for Mandatory Redemption during the period from the close of business

on any record date for the payment of interest to the close of business on the Business Day
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preceding the following interest payment date this Debenture or portion hereof being

redeemed must be accompanied by payment in immediately available funds or other funds

acceptable to the Company of an amount equal to the interest otherwise payable on such interest

payment date on the principal amount being redeemed provided that no such payment shall be

required to the extent of any overdue interest at the time of redemption with respect to this

Debenture or ii the next interest payment date would occur after the Final Maturity Date

The indebtedness evidenced by the Debentures is to the extent and in the manner

provided in the Indenture subordinate and junior in right of payment to the prior payment in full

of the Senior Indebtedness Any Holder by accepting this Debenture agrees to and shall be

bound by such subordination provisions and authorizes the Trustee to give them effect In

addition to all other rights of Senior Indebtedness described in the Indenture the Senior

Indebtedness shall continue to be Senior Indebtedness and entitled to the benefits of the

subordination provisions irrespective of any amendment modification or waiver of any terms of

any instrument relating to the Senior Indebtedness or any extension or renewal of the Senior

Indebtedness

If an Event of Default shall have occurred and be continuing the principal of and

accrued interest on all Debentures may be declared by either the Trustee or the Holders of not

less than 25% in aggregate principal amount of the Debentures then outstanding and upon said

declaration shall become due and payable in the manner with the effect and subject to the

conditions provided in the Indenture

The Indenture contains provisions permitting the Company and the Trustee with the

consent of the Holders of at least majority in aggregate principal amount of the Debentures at

the time outstanding to execute supplemental indentures adding any provisions to or changing in

any manner or eliminating any of the provisions of the Indenture or of any supplemental

indenture or modifying in any manner the rights of the Holders of the Debentures subject to the

exceptions set forth in Section 10.02 of the Indenture Subject to the provisions of the Indenture

the Holders of majority in aggregate principal amount of the Debentures at the time

outstanding may on behalf of the Holders of all of the Debentures waive any past Default or

Event of Default subject to the exceptions set forth in the Indenture Any such consent or

waiver by the Holder of this Debenture unless revoked as provided in the Indenture shall be

conclusive and binding upon such Holder and upon all future holders and owners of this

Debenture and any Debentures which may be issued in exchange or substitution hereof

irrespective of whether or not any notation thereof is made upon this Debenture or such other

Debentures

No reference herein to the Indenture and no provision of this Debenture or of the

Indenture shall alter or impair the obligation of the Company which is absolute and

unconditional to pay the principal of and interest on this Debenture at the place at the

respective times at the rate and in the coin or currency herein prescribed

The Company the Trustee any authenticating agent any paying agent and any
Debenture Registrar may deem and treat the registered Holder hereof as the absolute owner of

this Debenture whether or not this Debenture shall be overdue and notwithstanding any notation

of ownership or other writing hereon made by anyone other than the Company or any Debenture
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Registrar for the purpose of receiving payment hereof or on account hereof and for all other

purposes and neither the Company nor the Trustee nor any other authenticating agent nor any

paying agent nor any Debenture Registrar shall be affected by any notice to the contrary All

payments made to or upon the order of such registered Holder shall to the extent of the sum or

sums paid satisfy and discharge liability for monies payable on this Debenture

No recourse for the payment of the principal of or interest on this Debenture or for any
claim based hereon or otherwise in respect hereof and no recourse under or upon any obligation

covenant or agreement of the Company in the Indenture or any supplemental indenture or in any
Debenture or because of the creation of any indebtedness represented thereby shall be had

against any incorporator stockholder employee agent officer or director or subsidiary as such

past present or future of the Company or of any successor corporation either directly or through

the Company or any successor corporation whether by virtue of any constitution statute or rule

of law or by the enforcement of any assessment or penalty or otherwise all such liability being

by acceptance hereof and as part of the consideration for the issue hereof expressly waived and

released

All obligations of the Company evidenced by this Debenture shall be payable without

relief from valuation and appraisement laws

Terms used in this Debenture and defined in the Indenture are used herein as therein

defined
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ABBREVIATIONS

The following abbreviations when used in the inscription of the face of this Debenture shall be

construed as though they were written out in full according to applicable laws or regulations

TEN COMas tenants in common UNIF GIFT MJN ACT Custodian

TEN ENTas tenant by the entireties Gust Minor
iT TENas joint tenants with right of

under Uniform Gifts to Minors Act
________________________________________

survivorship and not as tenants in State

common

Additional abbreviations may also be used though not in the above list
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ASSIGNMENT

For value received hereby sells assigns and transfers
unto Please insert social security or other Taxpayer Identification Number of

assignee the within Debenture and hereby irrevocably constitutes and

appoints attorney to transfer said Debenture on the books of the Company with

lull power of substitution in the premises

Dated

Signatures

Signatures must be guaranteed by an Eligible

rantor_Institution meeting the requirements of

the Debenture Registrar which requirements

include membership or participation in the Security

Transfer Agent Medallion Program Stamp or

such other Signature Guarantee Program as may
be determined by the Debenture Registrar in

addition to or in substitution for Stamp all in

accordance with the Securities Exchange Act of

1934 as amended

Signature Guarantee

NOTICE The signature on the Assignment must correspond with the name as written upon the

face of the Debenture in every particular without alteration or enlargement or any change
whatever
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DEVELOPMENT SERVICES AGREEMENT

THIS DEVELOPMENT SERVICES AGREEMENT Agreement is made and entered

into as of the day of _________ 2012 by and between Reagan Park Senior Living LLC
an Indiana limited liability company Reagan Park and Leo Brown Group LLC an Indiana

limited liability company LBG
RECITALS

Reagan Park owns property in Avon Indiana where it would like to develop

new senior living property the Project

LBG is real estate development company focusing on senior living and long

term care properties in the Midwest

flj Reagan Park and LBG now desire to memorialize the arrangement whereby LBG
will assist Reagan Park with developing the Project

lv Reagan Park and LBG wish to enter into this written Agreement in order to set

forth their respective rights and obligations

NOW THEREFORE in consideration of the premises and of the mutual covenants and

agreements contained herein the parties hereto agree as follows

Formation and Scope Reagan Park and LI3G agree to enter into this Agreement as

of the date set forth above to establish an arrangement whereby each of the parties will perform

their respective duties as set forth in paragraph below

Term This Agreement will apply to the Project and will continue until the earlier

of termination by either party upon ninety 90 days prior written notice by one party to the

other party or upon the dissolution or termination of the legal existence of any party to this

Agreement the filing by party of voluntary petition in bankruptcy or the making of an

assignment for its creditors or the filing of an involuntary petition in bankruptcy that shall not

be dismissed within six months of the filing and without adjudication of the party being deemed

bankrupt provided however that each party agrees that it will not voluntarily withdraw without

agreeing to complete any ongoing client projector obtaining the prior consent of the other party

Duties LBG shall provide real estate development services Development Services

for the Project as outlined on the attached Exhibit

Compensation and Fees For thc services to be performed hereunder LBG will be

paid fee of Four Hundred and Fifty Thousand Dollars $450000 the Development Fee

The Development Fee will be payable at closing of the Projects loan closing

Confidential Information Each party agrees that in connection with the Development

Services it may become necessary for such party to make available to the other party

confidential information regarding customers financing sources business plans operating



systems technology and operations the Confidential Information Each party agrees to

treat the Confidential Information furnished to it by any other party on confidential basis and

recognizes and acknowledges the competitive value and confidential nature of the Confidential

Information and that damage could result to the other party if the information contained therein

was disclosed to any third party

Each party agrees that the other partys Confidential Information

will be used solely in the context of the Financial Projections and Development Services and

agrees that it will not disclose any of the other partys Confidential Information to any third party

without the prior written consent of the disclosing party provided however that the

Confidential Information may be disclosed to representatives who need to know such

information for the purpose of carrying out their duties and obligations and agree to keep such

information confidential and be bound by this Agreement to the same extent as if they were

parties hereto Each party further agrees that it will not use or permit others to use any of the

other partys Confidential Information other than for the purposes described above and should

the Confidential Information come in to the possession of any third party it will be deemed to

have been in violation of this Agreement Confidential Information shall not however include

any information which party can establish was publicly known and made generally available

in the public domain prior to the time of disclosure ii becomes publicly known and made

generally available after disclosure through no action or inaction of the party iii is in the

possession of the party without confidentiality restrictions at the time of disclosure or iv is

developed by party without the benefit of another partys Confidential Information including

through cold calling In addition the obligations hereunder shall not apply to the extent party

is required by law to disclose another partys Confidential Information by law or in legal

proceeding Upon the termination of this Agreement all Confidential Information which has

been provided by any of the parties will forthwith be returned to the party who provided the

Confidential Information and all copies of such Confidential Information in the hands of the

party to whom such Confidential Information was provided shall forthwith be destroyed except

to the extent necessary to comply with the obligations of such party in connection with this

Agreement

Each party agrees to immediately notify the other party in writing of any known

or suspected breach of this Agreement or misuse or misappropriation of any Confidential

information and will provide reasonable assistance necessary to minimize detrimental effect of

such occurrence

Each of the parties understand and acknowledge that neither it nor any of its

representatives including without limitation any of their directors officers employees agents

or representatives shall be required to provide any Confidential Information hereunder and do

not make any representation or warranty express or implied as to the accuracy or completeness

any of the Confidential Infbnnation No party or any of their representatives including without

limitation any of their directors officers employees or agents shall have any liability to the

other party or to any of its representatives relating to or resulting from the use of the Confidential

Information or any errors therein or omissions there from absent fraud or willful misconduct

Business Opportunity Each party agrees that the other party may engage in its

ordinary business activities outside the Development Services including work with other
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healthcare organizations and nothing in this Agreement wilt grant any rights to the other party

with respect to such activities

Representations and Warranties The parties hereby represent and warrant as follows

LBG represents and warrants that it is limited liability company

duly organized validly existing in full force and effect under the laws of the

state of Indiana LBG has full power and authority to execute and deliver

this Agreement and to perform its obligation hereunder This Agreement is

valid and legally binding obligation of LEG and is enforceable against LBG
in accordance with its terms and conditions The execution delivery and

performance of this Agreement does not conflict with or result in violation

of any document agreement or law applicable to LBG or by which LBG is

bound

Reagan Park represents and warrants that it is limited liability

company duly organized validly existing in full force and effect under the

laws of the state of Indiana Reagan Park has full power and authority to

execute and deliver this Agreement and to perform its obligation hereunder

This Agreement is valid and legally binding obligation of Reagan Park

and is enforceable against Reagan Park in accordance with its terms and

conditions The execution delivery and performance of this Agreement does

not conflict with or result in violation of any document agreement or law

applicable to Reagan Park or by which Reagan Park is bound

Remedies Each party agrees that any breach of the terms of paragraphs 4-8 above

would result in irreparable injury to the other party for which there would be no adequate remedy

at law Therefore each party agrees that in the event of said breach or threat of breach any

other party will be entitled to immediate injunction and restraining order to prevent such breach

and/or threatened breach andor continued breach by the other party and/or any and all other

persons and/or entities acting for and/or with the other party without having to prove damages

and to all costs and expenses including reasonable attorneys fees and costs in addition to any

other remedies to which the damaged party may be entitled at equity or in law The terms of this

paragraph will not prevent the damaged party from pursuing any and all other available remedies

for any breach or threatened breach hereof including but not limited to the recovery of damages

from the breaching party The provisions of this paragraph will survive any termination of this

Agreement and the existence of any claim or cause of action by the breaching party whether

predicated on this Agreement or otherwise will not constitute defense to the damaged party the

enforcement by the damaged party of the covenants and agreements of this provision

Successors and Assigns The provisions of this Agreement shall be deemed to obligate

extend to and inure to the benefit of the successors assigns transferees grantees and indemnities

of each of the parties to this Agreement

Disclaimer of Agency This Agreement will not constitute any of the parties hereto

becoming representative agent joint venturer or partner of any other party for any purpose
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and no party
has the power or authority as representative agent or in any other capacity to

represent act for bind or otherwise create or assume any obligation on behalf of any other party

for any purpose whatsoever

11 No Third Party Beneficiaries Nothing in this Agreement expressed or implied is

intended to confer upon any person other than the parties hereto or their respective successors

and assigns any rights remedies obligations or liabilities by reason of this Agreement

12 Publicity and Disclosures No party will issue press release or other publication

regarding any aspect of this Agreement including any general statements as to an existence of

relationship between the parties without the prior written consent of the other parties

13 Notices All notices consents waivers or other communications under this

Agreement must be in writing and will be deemed to have been duly given when delivered

by hand with written confirmation of receipt sent by facsimile with written confirmation

and receipt or when received by the addressee if sent by nationally recognized overnight

delivery service receipt requested in each case to the appropriate address and facsimile

numbers set forth below or such other address and facsimile number party may designate to

the other parties

If to Reagan Park Reagan Park Senior Living LLC
Attention Thomas Smith

301 Carmel Drive Suite C300

Carmel IN 46032

Telephone 317-664-0266

Facsimile 317-663-0945

If to LBG Leo Brown Group LLC
Attention Thomas Smith

301 Carmel Drive Suite C300

Cannel 46032

Telephone 317-664-0266

Facsimile 17-663-0945

14 Entire Agreement This Agreement represents the entire agreement and

understanding between the parties and supersedes and replaces all prior negotiations and

agreements of the parties whether written or unwritten Each of the parties acknowledges

that no other party nor any agent and attorney of any other party has made any promises

representations or warranty whatsoever express or implied which is not expressly contained in

this Agreement and each party further acknowledges that it has not executed this Agreement in

reliance upon any belief as to any fact not expressly recited herein above

15 Force Maieure In the event any party is unable to meet its contractual obligations

as result of an Act of God war insurrection strikes derailments or any like causes beyond

its control that partys contractual obligation affected by the force majeure condition shall be



suspended for the duration of same provided however that the parties shall make all reasonable

efforts to continue to meet their obligations during the duration of the force majeure condition

and provided further that the party declaring force majeure shall notify the other party promptly

by fax when the force majeure begins of the force maj cure condition and when the condition is

expected to terminate No party shall be liable to damage to cargo caused by force majeure

Severability If any provision of this Agreement is held to be illegal or invalid by

court of competent jurisdiction such provision shall be deemed to be severed and deleted

without affecting the validity of the remaining provisions which shall remain in full force and

effect

17 Assinment This Agreement may not be assigned by either party without the prior

written consent of the other party which consent shall not be unreasonably withheld

18 Expenses Except as otherwise provided herein each of the parties agrees to be

responsible for its own expenses and costs associated with entering into and performing services

to the Development of the project Reagan Park will be responsible for all third party costs for

the project including but not limited to reports appraisals studies etc

19 Indemnification Each of the parties agrees to indemnify and hold harmless the other

party its officers principals partners members shareholders owners and employees against all

claims losses damages or liabilities costs and expenses including reasonable attorneys fees

caused by the performance of the duties of the party providing such indemnification

20 Governing Law This Agreement will be governed by and construed in accordance

with the laws in the State of Indiana without reference to principals of conflicts of laws and the

parties agree that all disputes hereunder will be litigated in court of appropriate jurisdiction in

Hamilton County Indiana

21 Modifications and Waivers No provision of this Agreement may be modified

altered or amended except by an instrument in writing executed by the parties hereto No
waiver by either

party hereto of any breach by the other party hereto or of any provision of this

Agreement to be performed by such other party will be deemed waiver of similar or dissimilar

provisions at the time or at any prior or subsequent time

22 Counterparts This Agreement may be executed in two or more counterparts each of

which will be deemed to be an original but all of which together will constitute one in the same

instrument

Page Follows

WITNESS WHEREOF the parties have executed this Agreement as of the day and

date first set forth above



REAGAN PARK SENTOR LIVING LLC

By
Greg Fuller Manager

LEO BROWN GROUP LLC

By
Thomas Smith Manager

Exhibit Development Services



Leo Brown Group LLC has or will Drovide the following services

on behalf of Reagan Park Senior Living LLC

DESiGN

Arrange for site feasibility studies

Negotiate all construction contracts relating to the Project

Assist and advise general contractor and architect in preparing and finalizing the
plans and

specifications and developing the budget
Exercise any and all rights of Reagan Park under the general contractors contract and

the architects contract and all other contracts except as otherwise directed in writing by

Reagan Park from time to time and except any exercise which would result in any material

modification or termination of the architects contract or construction contract or ii any
material modification of the working drawings and plans and specification as previously

approved by Reagan Park or iiiany matter which LBG or its representatives reasonably

believe will have material adverse effect on the Project or Reagan Park or iv any

modification or termination of any of the contract relating to the Project

Review all requests for changes in the final plans and specifications and make

recommendations with regard to such changes

DUE DILIGENCE

Arrange for Phase environmental assessment report

Arrange for geotechnical report

Obtain zoning information
relating to the property including written

report identifying the

existing zoning of the property any required rezoning of the property and any other land use

approvals required for the Project

Coordinate and obtain the successful rezoning of property if required in order to move
forward on the Project

Coordinate and obtain any other required entitlements needed for commencement of

construction of the Project

CONSTRUCTION
Prior to commencement of construction prepare and submit to Reagan Park for its final

approval budget

Negotiate all construction contracts relating to the Project

Prepare for approval by Reagan Park and architect in coordination with general contractor

detailed construction schedule identifying each major event during construction of the

Project

Coordinate with the general contractor the application approval process for obtaining

building permits periodic inspections by governmental officials and certificates of

completion or occupancy of the Project

Evaluate and advise of all proposed construction change orders for the validity necessity

and cost thereof Periodically inspect the progress of the work and notify Reagan Park and

the general contractor of any defective work or other material default under the construction

contract



Review all the improvements as necessary to facilitate the satisfactory completion of all the

work

With approval of Reagan Park select contractors and award contracts

Update progress maintain cost accounting records identify variances between actual and

estimated costs and advise whenever projected costs exceed such estimates

Update and reissue construction schedules as required to show current conditions and

revisions required by actual experience

Record the progress of thc work and submit progress rcports to Reagan Park showing

percentage of completion

FINANCE ADMINISTRATION
Coordinate each construction draw request including release of any retainages and receipt

of partial and final lien waivers Submission of draw request will occur by the tenth day of

every month or the nearest business day following the tenth Reagan Park will then approve

and disburse the required funding within ten days to the appropriate vendors and contractors

Prepare monthly accounting reports detailing the budget amounts disbursed and amounts

remaining

MISCELLANEOUS
Coordinate with various local county and city representatives for necessary permits and

approvals needed for the Project

Coordinate with the various public utility companies for installation of temporary and

permanent service to the Project

Attend meetings regarding any facet of the Project as scheduled or upon the specific request

of Reagan Park

Periodically evaluate the performance of the general contractor the architect and any other

contractors subcontractors engineers and/or consultants
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ESCROW AGREEMENT

Escrow Agreement the Escrow Agreement dated as of leeembcr 2012 the Effective

Date by and between Reagan Park Senior Living LLC an Indiana limited liability company the

Issuer David Noyes Company an Illinois corporation the Placement Agent and Merchants

Bank of Indiana an Indiana financial institution as escrow agent hereunder the Escrow Agent

WHEREAS the Placement Agent is serving as the exclusive agent of Issuer in relation to

Regulation offering of unsecured debentures with accompanying warrants the Securities on behalf of

the Issuer ith the disbursement of such capital bcing contingent on the establishment of closing on

construction loan with the Escrow Agent the loan and

WHEREAS the Issuer proposes to establish an escrow fund to he held by the Escrow Agent until

the Placement Agent authorizes the disbursement of the escrowed finds

NOW THEREFORE in consideration of the foregoing and of the mutual covenants hereinafter

set forth the parties hereto
agree as follows

Appointment lile Issuer hereby appoints the Escrow Agent as its escrow agent for the purposes

set forth herein and the Escrow Agent hereby accepts such appointment under the terms and conditions set

forth herein

Escrow Fund All funds received by the Issuer in connection with the sale of Securities shall he

deposited with the Escrow Agent the Escrow Icposit The Escrow Agent shall hold the Escrow

lcposit and suhcct to the terms and conditions hereof shall invest and reinvest the Escrow Deposit and

the proceeds thereof the Escrov Fund as directed in Section

Investment of Escrow Fund During the term of this Escrow Agreement the Erow Fund shall

be invested and reinvested by the Escrow Agent in money market account the Escrow Account to he

held with the Escrow Agent or such other investments as shall he directed in writing by the Issuer and as

shall he available to the Escrow Agent The Escrow Agent is hereby authorized to execute purchases and

sales of investments through the facilities of its own trading or capital markets operations or those of
any

affiliated entity The parties recognie and
agree

that the Escrow Agent will not provide supervision

recommendations or advice relating to either the investment of moneys held in the Escrow Account or the

purchase sale retention or other disposition of
any investment described herein Interest and other

earnings on investments dcscnbed herein shall he added to the Escrow Account Any loss or expense

incurred as result of an investment will he home by the Escrow Account The Escrow Agent shall send

statements to each of the parties hereto on monthly basis reflecting activity in the Escrow Account for the

preceding month Although the Issuer rccogniics that it may obtain broker confirmation or written

statement containing comparable information at no additional cost the Issuer hereby agrees that

confirmations of investments are not required to be issued by the Escrow Agent for each month in which

monthly statement is rendered However no statement need he rendered 11w the Escrow Account if no

activity occuncd for such month The Escrow Agent shall have the nght to liquidate any investmcnLs held

in order to provide funds necessary to make required payments under this Escrow Agreement

Disposition and Termination The Issuer
agrees to notify the Escrow Agent in writing of the

closing date of the offering the Offering Closing Date and whether or not the Issuer received

subscriptions for Iwo Million Iwo Hundred Twenty-Five Thousand lollars $2.250ttt the Minimum

Subscription Amount Upon receipt of such written notification the fOllowing procedure will take place

If the Issuer has received subscriptions for the Minimum Subscription Amount by the Offering

Closing Date the Escrow Fund will he promptly paid to or credited to the account ot or otherwise

transferred to the Issuer pursuant to instructions from the Issuer and Placement Agent

ii If the Issuer has not received subscriptions for the Mininium Subscription Amount the Escrow

Agent shall be provided with an electronic list containing the amount received from each



subscriber those funds have been deposited with the Escrow Agent with respect to each

subscriber the Subscriber Investment Amount and the name address and Taxpayer

Identification Number TIN of each subscriber In addition the Issuer shall calculate the

interest earned on each Subscriber Investment Amount as of the Offering Closing late and

provide such information to the Escrow Agent The aggregate of all Subscriber Investment

Amounts and interest thereon shall he equal to the amount of the Escrow Fund on the Offering

Closing Date lhe Escrow Agent shalt distnbute to each subscriber the appropriate Subscriber

Investment Amount and interest thereon pursuant to written instructions of the Issuer within 45

days of receipt of the information described this Section 4u

Upon delivers of the Escrow Fund to the Issuer or the subscribers as the case may he by the Escrow Agent

this Escrow Agreement shall terminate subject to the provisions of Section

Escrow Agent The Escrow Agent undertakes to perform only such duties as are expressly set

forth herein and no duties shall he implied The Escrow Agent shall have no liability under and no duty to

inquire as to the provisions of
any agreement other than this Escrow Agreement The Escrow Agent may

rely upon and shall not be liable for acting or refraining from acting upon any written notice instruction or

request furnished to it hereunder nnd believed by it to he genuine and to have been signed or presented by

the
proper party or parties The Escrow Agent shall he under no duty to inquire into or investigate the

validity accuracy or content of
any

such document The Escrow Agent shall have no duty to solicit any

payments which may he due it or the Escrow Fund The Escrow Agent shall not he liable for any action

taken or oniittcd by it in good faith except to the extent that court of competent jurisdiction determines

that the Escrow Agents gross negligence or willful misconduct was the primary cause of
any

loss to the

Issuer The Escrow Agent may execute any of its powers and perform any of its duties hereunder directly or

through agents or attorneys and shall he liable only for the careful selection of any such agent or attorney

and may consult with counsel accountants and other skilled persons to he selected and retained by it Ihe

Escrow Agent shall not be liable for anything done suffered or omitted in good faith by it in accordance

with the advice or opinion of any such counsel accountants or other skilled persons
In the event that the

Escrow Agent shall be uncertain as to its duties or rights hereunder or shall receive instructions claims or

demands from any path hereto which in its opinion conflict with any of the provisions of this Escrow

Agreement it shall he entiticd to refrain from taking any
action and its sole obligation shall he to keep

safely all property held in escrow until it shall be directed othenisc in writing by all of the other parties

hereto or by final order or judgment of court of competent jurisdiction Anything in this Escrow

Agreement to the contrary notwithstanding in no event shall the Escrow Agent he liable for special

indirect or consequential loss or damage of any kind whatsoever including but not limited to lost profits

even if the Escrow Agent has been advised of the likelihood of such loss or damage and regardless of the

form of action

Succession the Escrow Agent may resign and he discharged from its duties or obligations

hereunder by giving 10 days advance notice in writing of such resignation to the other parties hereto

specifying date when such resignation shall take effect Any corporation or association into which the

Escrow Agent may he merged or converted or with which it may he consolidated or any corporation or

association to which all or substantially all the escrow business of the Escrow Agents corporate trust line

of business may be transfencd shall he the Escrow Agent under this Escrow Agreement without further

act

Indemnity The Issuer and Placement Agent shall indemnify defend and save harmless the

lserow Agent and its directors officers agents and employees the indemnitees from all loss liability or

expense including the fees and
expenses

of in house or outside counsel arising out of or in connection

with the Escrow Agents execution and performance of this Escrow Agreement except the case of any

indemnitee 10 the extent that such loss liability or expense is due to the gross negligence or willful

misconduct of such indemnitec or ii its following any
instructions or other directions from the Issuer

except to the extent that its following any such instruction or direction is expressly forbidden by the terms

hereol lhe parties hereto acknowledge that the foregoing indemnities shall survive the resignation or

removal of the Escrow Agent or the termination of ihis Escrow Agreement Ihe parties hereby grant the



Escrow Agent lien on right of set-off against and security interest in the Escrow Fund ftr the payment of

any
claim for indemnification compensation expenses

and amounts due hereunder

Tax Reporting/TINs The Issuer represents that its correct TIN assigned by the Internal Revenue

Service IRS or any other taxing authority is set forth in the signature page to this Escrow Agreement

The Escrow Agent shall report to the Internal Revenue Service as of each calendar year-end all income

earned from the investment of any sum held in the Escrow Account against Issuer whether or not said

income has been distributed during such year as and to the extent required by law Any tax returns

required to he prepared and filed will be prepared and tiled by Issuer with the Internal Revenue Service in

all ears income is earned whether or not income is received or distributed in any particular tax year and

Escrow Agent shall have no responsibility Ihr the preparation andlor filing or any tax return with respect to

any income earned by the Escrow Account Any taxes payable on income earned from the investment ci

any sums held in the Escrow Account shall he paid by Issuer whether or not the income was distributed

the Escrow Agent during any particular year In addition Escrow Agent shall withhold any taxes it deems

appropriate and shall remit such taxes to the appropnate authorities

Notices Any notice consent or request to he given in connection with any of the terms or

provisions of this Agreement shall he in writing and he given in person by facsimile transmission courier

deliver service or by mail and shall become effective on delivery if given in person on the date of

delivery if sent by facsimile or by courier delivery service or four business days after being deposited in

the mails with pi-opcr postage for first-class registered or certilied mail prepaid Notwithstanding the

above in the case of communications delivered to the Escrow Agent whereby the Escrow Agent must act

based on specified number of days upon its receipt of such communication if applicable such

communications shall he deemed to have been given on the date received by the Escrow Agent

Notices shall he addressed as follows

if to the Issuer

Reagan Park Senior Living T.LC

Attn Tom Smith Manager

301 Cannel Dr Suite C3X
Cannel IN 46032

ii if to the Escrow_Agent

Merchants Bank of Indiana

Attn Jeff Spahn

3737 96th Street

Indianapolis TN 46240

ii if to the Placement At
David Noyes Company

Attn John Reed

250 96th Street Suite 300

Indianapolis Indiana 4626

In the event that the Escrow Agent in its sole discretion shall deicimine that an emergency exists the

Escrow Agent may use such other means of communication as the Escrow Agent deems appropriate

Iusiness Day shall mean any day other than Saturday Sunday or an other day on which the Escrow

Agent is authorized or requiied by law or executive order to remain closed

10 Security Procedures In the event funds transfer instructions are given other than in writing at

the time of execution of this Escrow Agreement whether in writing or by telecopier the Escrow Agent is

authorized to seek confirmation of such instructions by telephone call-hack to the person or persons



designated in this Agreement and the Escrow Agent may rely UOfl the confirmation of anyone purporting

to be the person or persons so designated Each funds transfer instruction shall be executed by an

authorized signatory The undersigned is authorized to certify that the signatories below are authorized

signatories The persons and telephone numbers for call-backs may be changed only in writing actually

received and acknowledged by the Escrow Agent If the Escrow Agent is unable to contact any
of the

authorized representatives in this Agreement the Escrow Agent is hereby authonzed to seek confirmation

of such instructions by telephone call-back to any one or more of your authorized representatives

Authorized Representative which shall include the title of Chairman of the Board of Directors as the

Escro\% Agent may select The Escrow Agent may rely upon the confirmation of anyone purporting to be

any
such Authorized Representative lhe Escrow Agent and the beneficiarys hank in any funds transfer

may rely solely upon any account numbers or similar identifying numbers provided by the parties to

identify the beneficiary ii the beneficiarys bank or iiian intermediary hank The Escrow Agent may

apply any of the escrowed funds for
any payment order it executes using any such identifying number even

when its use may result in person other than the beneficiary being paid or the transfer of funds to bank

other than the beneficiarys hank or an intermediary hank designated The parties to this Escrow Agreement

acknowledge that these security procedures are commercially reasonable

II Miscellaneous Ihe provisions of this Escrow Agreement may be waived altered amended or

supplemented in whole or in
part only by writing signed by all of the parties hereto Neither this Escrow

Agreement nor any right or interest hereunder may be assigned in whole or in part by any party except as

provided in Section without the prior consent of the other parties Ibis Erow Agreement shall be

governed by and construed under the laws of the State of Indiana Each party hereto irrevocably waives

any objection on the grounds of venue forum non-conveniens or any
similar grounds and irrevocably

consents to service of process by mail or in any other manner permitted by applicable law and consents to

the jurisdiction of the courts located in the State of Indiana The parties further hereby waive any right to

trial by jury with respect to any lawsuit or judicial proceeding ansing or relating to this Escrow Agreement

No party to this Escrow Agreement is liable to any other party for losses due to or if it is unable to perform

its obligations under the terms of this Escrow Agreement because of acts of God fire floods strikes

equipment or transmission failure or other causes reasonably beyond its control This Escrow Agreement

may be executed in one or more counterparts each of which shall he deemed an original hut all of which

together shall constitute one and the same instniment

12 Merger Any banking association or corporation into which the Escrow Agent may be

merged converted or with which the Escrow Agent may be consolidated or any corporation resulting from

any merger conversion or consolidation to which the Escrow Agent shall be party or any banking

association or corporation to which all or substantially all of the corporate trust business or escrow business

of the Escrow Agent shall he transferred shall succeed to all the Escrow Agents rights obligations and

immunities hereunder without the execution or filing of any paper or any
further act on the part of

any
of

the parties hereto anything herein to the contrary notwithstanding

IN WITNESS WhEREOF the undersigned have executed this Agreement as of the date first

written above

The Issuer The Escrow Agent
REAGAN PARK SENIOR LiVING LLC MERCHANTS BANK OF INDIANA

By _______________________ By ______________________
Ihomas Smith Manager

The Placement Agent
DAVID NOYES COMPANY

By__________________________



CONSENT AND CERTIFICATION BY UNDERWRITER

The undersigned hereby consents to being named as underwriter in an offering statement

filed with the Securities and Exchange Commission by Reagan Park Senior Living LLC
pursuant to Regulation in connection with proposed offering of 9.0% Unsecured

Debentures due December 31 2017 and Warrants to Purchase Membership Units to the

public

The undersigned hereby certifies that it furnished the statements and information set forth

in the offering statement with respect to the undersigned its directors and officers or

partners that such statements and information are accurate complete and fully

responsive to the requirements of Parts and III of the Offering Statement thereto and

do not omit any information required to be stated therein with respect of any such

persons or necessary to make the statements and information therein with respect to any
of them not misleading

If Preliminary Offering Circulars are distributed the undersigned hereby undertakes to

keep an accurate and complete record of the name and address of each person furnished

Preliminary Offering Circular and if such Preliminary Offering Circular is inaccurate or

inadequate in any material respect to furnish revised Preliminary Offering Circular or

Final Offering Circular to all persons to whom the securities are to be sold at least 48

hours prior to the mailing of any confirmation of sale to such persons or to send such

circular to such persons under circumstances that it would normally be received by them

48 hours prior to their
receipt of confirmation of the sale

DAvID N0YEs COMPANY

By /s/John Reed

Printed John Reed

Title Presidentinvestment Banking Group

Date December 2012

INISO1



Jarod Brown Attorney at Law
P.O Box 4193 Carmel Inthana 46082 Tel 3174173822 ljarod.browngmail.com

December21 2012

Reagan Park Senior Living LLC

301 Carmel Dr Suite C300

Carmel IN 46032

Ladies and Gentlemen

We have acted as counsel to Reagan Park Senior Living LLC Reagan Park in

connection with the preparation and filing of the Regulation Offering Statement on Form 1-

with the Securities and Exchange Commission and the securities regulatory authorities of

various states authorizing Reagan Park to offer and sell up to $2500000 of 9%
Unsecured Debentures due December 31 2017 the Debentures ii Warrants to

purchase Class Units of Reagan Park at price of $50 per unit the Warrants and iii

by virtue of exercise of the Warrants Class Units of Reagan Park the Units

As counsel to Reagan Park we have examined the Articles of Organization and

Operating Agreement of Reagan Park and such other documents and records of Reagan
Park and certificates of other public officials as we have deemed necessary or appropriate

for this opinion In our examination we assumed the genuineness of all signatures legal

capacity of natural persons the authenticity of al documents submitted to us as originals and

the conformity of certified or photostatic copies to the original documents and the due

authorization execution and delivery of all documents

Based solely upon the foregoing documents and examination and subject to the

foregoing limitations and qualifications we are of the opinion that when sold the

Debentures will be binding obligations of Reagan Park and ii the Warrants and Units to be

issued in connection with the offering have been duly authorized and when issued shall be

validly issued and outstanding fully paid an non-assessable

This opinion is being issued solely for the benefit of Reagan Park in connection with

the offering no other person or entity may rely upon this opinion without the prior express

written consent of Jarod Brown attorney at law This opinion is based upon our knowledge

of the law and facts as of the date hereof and we assume no duty to update our opinion after

the date hereof

We hereby consent to the filing of this opinion as an exhibit to the Regulation

Offering Statement

Attorney at Law
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Prepared for
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September 28 2011

Mr Jeff Spahn
P/ Mortgage Investment Corporation
11711 Meridian Street Suite 528

Carmel IN 46032

RE Market Study

Reagan Park

Proposed Assisted Living Garden Home Community
NWQ of Ronald Reagan Parkway and East CR 100 North

Avon Indiana

Dear Mr Spahn

8606 Aflisonville Road
Suite 205

IManapotis IN 46250

317-849-9925

FAX 317-849.9976

w.tetzo corn

This will serve to transmit our analysis of the market setting for the

subject property

The subject is proposed garden home and assisted living facility
Other garden home and assisted/independent living properties
within the primary market area which comprises Hendricks County
were compared against the background of the proposed character

and use of the subject The market overall appears to be relatively

strong with relatively high levels of occupancy in similar assisted

living facilities ALF and garden home communities GH
The conclusion that is reached in the analysis that follows is that the

subject as proposed will be supported in its market area

Ernal indyqucaksin.tero corn
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Mr Jeff Spahn

September 28 2011

Page

Based on the proposed number of units and related amenities the subject is in
line with typical assisted and independent living developments and is thus

well placed in the category Overall it appears the subject would be readily

acceptable by the market at large and will be supported based on supply and

demand factors

This market study is based on the following extraordinary assumptions and

hypothetical conditions

The entire Reagan Park Senior Living development is proposed for

development within rectangular-shaped 25.0-acre site located within the

northwest quadrant of Ronald Reagan Parkway and East County Road 100

North in addition to the proposed subject assisted living facility ALF
and senior independent living garden homes GH other proposed

developments include senior apartments skilled nursing facility and
medical office building survey for the entire 25.0-acre site was

provided to the appraisers but no survey for just the land that will

support the subject ALF and GHs has been conducted According to the

owner parcel number 32-08-31476-004.000-031 generally reflects the

subject site According to the Hendricks County Assessor the site of this

site is 7.16 acres Since no survey is available for this site the size is

considered to be an extraordinary assumption Any variation to this

assumption could require an adjustment to the conclusions in this

analysis

Construction plans for the subject improvements have not yet been

completed Thus the description of the improvements is based on
information provided by ownership and review of plans for similar

senior development The subject floor plans are reported to be identical

to units at Sugar Grove in Pt ainfield which is comparable property and
to planned ALF and GH development in Bloomington Indiana called

Gentry Park The exteriors and interior finishes are reported to be similar

to these properties However these two properties are both larger than

the proposed subject Thus the exact area of the proposed subject

improvement is not known Gross square footages are thus based on
initial developer estimates This analysis assumes that the subject will be

constructed as described in this report and assumes that the size will be

relatively similar to the current estimate This represents an extraordinary

assumption Any variation to this assumption could require an

adjustment to the conclusions in this analysis

rough site plan was provided to the appraisers This plan however
does not clearly indicate the location of the garden homes in relation to

the ALF and does not indicate the quantity of parking The developer
stated that more detailed site plan has not yet been created but the

garden homes will be in close proximity to the ALF It is assumed for this

1OLOGNA INC itiokW Appr.r



Mr Jeff Spahn

September 28 2011

Page

analysis that the final site layout will provide good functionality for both
the ALF and the garden homes Furthermore it is assumed that the

parking will be adequate for the proposed improvements and to code
These represent extraordinary assumptions Any variation to this

assumption could require an adjustment to the conclusions in this

analysis

This letter must remain attached to the report that follows in order for the

opinions set forth to be considered valid

Sincerely

Steve Hurst Jr
Indiana Certified General Appraiser CG40600103
for Terzo Bologna Inc

Frederick Terzo MA CRE FRICS
Indiana Certified General Appraiser CG69100042
for Terzo Bologna Inc

Did Not Inspect Subject

IERPtBOLc1I1XNA 1.c Et.i Lnr and praa-
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NWQ of Ronald Reagan Pkwy and CR 100

Avon Indiana

SUMMARY OF MAJOR FINDINGS CONCLUSIONS Page

SUMMARY OF MAJOR FINDINGS CONCLUSIONS

SCOPE OF THE MARKET STUDY AND INTENDED USERS

This study of the market setting and prospects for the proposed Reagan Park

senior garden home and assisted living facility located at NWQ of Ronald

Reagan Parkway and East CR 100 North in Avon Indiana has been prepared for

the client FIR Mortgage Corp as step in the possible financing of the proposed

development No other use of this market study is intended Use of this report

by others is not intended by the appraiser

The scope of the study included inspection of the subject site review of

preliminary development drawings inspection of the comparable properties

and inspection of additional properties as required to fully understand the

competitive climate surrounding the subject

This market study is based on findings of field survey of the competitive set in

September 2011 Additional analytic data was provided by the Indiana

Department of Health the U.S Census Bureau Indiana Department of

Workforce Development as well as demographic data provided by Site To Do
Business Online In addition data provided by the property owner and

developer were analyzed and key market participants were interviewed as part

of the market study process

PROJECT DESCRIPTION

The subject is proposed senior living community consisting of 7.16 net acre

site that is to be improved with 78-unit assisted living facility ALF and three

garden home GH buildings with 18 total units Construction is scheduled to

begin in May 2012 with 10-month construction period resulting in planned

opening March 2013 Of the 78 ALF units 30 will be located within dedicated

memory care wing Features and amenities of the subject ALF include 24-hour

nursing staff on site an emergency response system throughout the

development scheduled transportation full service restaurant theater fithess

center ice cream parlor beauty salon and barber free laundry facilities lounges

computer center library walking paths fishing pond and putting green

The assisted living facility component is to be licensed by the Indiana State

Department of Health ISDH for 100 residential care beds allowing for single

occupancy in all studio and companion suites and double occupancy in each one

and two-bedroom units The ALF will contain two distinct components with in

the facility conventional ALF and memory care ALF The 48-unit conventional

ALF component will contain studio one and two-bedroom units These units all

contain kitchenette with cabinetry countertop single-basin sink microwave
and refrigerator as well as private full bathroom with toilet vanity with sink

shower Residents of these units will receive three meals per day weekly

rx unelors ud



Reagan Park

Pmposed Assisted Living Garden Home Community
NWQ of Ronald Reagan Pkwy and CR 100

Avon Indiana

SUMMARY OF MAJOR FINDINGS CONCLUSIONS Page

housekeeping and linen service activities scheduled transportation all

maintenance and utilities included emergency call system and access to

additional services Assistance with activities of daily living ADLs is also

available for additional fees depending on the Level of assistance needed The 30-

unit memory care ALF component will contain studio and companion units

private sleeping area with shared bathroom in which residents receive the

same services as the conventional ALF component and will also receive

additional supervision behavior monitoring specialized activities geared toward
residents with Alzheimers and dementia and assistance with all activities of

daily living ADLs to include bathing dressing eating medication

administration verbal cueing and incontinence care

The garden home units will be contained with three buildings with each

building containing six units Each building will contain two one-bedroom
one-bath units two two-bedroom/one-bath units and two two-
bedroom two-bath units Each unit will have full kitchen with refrigerator

range and dishwasher the appropriate number of bedrooms and bathrooms
washer/dryer sunroom emergency call system patio and front porch In

addition all of the two-bedroom units have attached one-car garages The base

rent includes all utilities and maintenance and access to all amenities and
services at the adjacent ALF

facility such as activities scheduled
transportation

and access to the fitness center Residents can also receive housekeeping services

and dining services for additional fees

As senior community with assisted Living and garden home components the

subject is within an emerging spectrum in elderly housing stretching from

independence to dependence or from empty-nester homes to hospital facilities

One of the fastest growing segments of the population in the United States is that

of people older than 75 years of age As this population segment grows the

housing options available to members of this group must likewise grow Until

recently the major choices for the elderly housing market were expensive resort

retirement centers or nursing homes However to meet increased demand new
forms of elderly housing have incorporated services such as meals social

activities transportation linens and housekeeping Also available in some
facilities are personal intermediate or skilled nursing care and if needed
nearby hospital to provide medical or emergency care The facilities available

today can range from minimum represented by non-congregate senior

apartment and single-family dwellings to the maximum of care and service

offered in intermediate and skilled nursing facilities

OLOGNAIN RiI .iluiIr Appri
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Market Area

In order to determine the market area for the subject property discussions with

representatives of identified competitors were interviewed as well as the subject

developer majority of respondents indicate market area that includes

Hendricks County

As the subject is located in Avon Indiana which is within Hendricks County the

majority of residents will
likely come from the immediate area The population of

Hendricks County is most heavily weighted at the east part of the county In fact

the three largest cities or towns in Hendricks County Plainfield Brownsburg
and Avon are all located less than four miles from the Marion County border

These three communities are primary bedroom communities on the west side of

the Indianapolis MSA Except for one property in Danville and one property in

Camby all of the comparable properties are located in these three cities/towns

Although some inflow from outside Hendricks County is anticipated such as the

west side of Marion County this inflow is offset by anticipated outflow of

seniors in Hendricks County to other markets

Based on the discussions with current market participants and the subject

developer the market area for the subject is determined to be Hendricks County

The market area had total population of 104093 persons in 2000 The area has

an estimated population of 143458 in 2010 and is forecast to increase to 158311

persons in the year 2015 or 2.1% annually according to demographic data

provided by Site To Do Business Online This indicates high growth area

The market area definition is shown on the map which follows

OLOGNAINC EILr CineIn .d prrirs
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Competition

There are nine existing facilities in the subjects market area that provide

independent living and/or assisted living services to residents Of the nine five

offer assisted living only and four offer assisted living and independent living

All of the independent living options are in the form of garden homes In

addition two of the competitive facilities also offer skilled nursing care

Currently the nine ALF properties within the market area have 447 occupied
units out of total of 557 units or 80.3 percent However one property with 116

ALF units has been open less than one year and is not yet stabilized Excluding
this property from the total market occupancy is 85.9 percent

The market area has four facilities that provide senior garden homes for lease

These have total of 80 units 60 of which are currently occupied 75.0 percent
The majority 48 units of the garden hon-tes are located at Sugar Grove which

has been open less than one year and is not yet stabilized The other three

comparables indicate occupancy levels between 85 and 90 percent

Demand Estimate for Garden Home and Assisted Living Units

Population trends suggest relatively rapid overall population growth in the

market The population trend is even higher for 65 age cohort As new

facility the subject is expected to capture some of the market share from existing

facilities step-up demand as well as provide additional supply to the likely

pent-up demand in the market and absorb to 91.7 percent stabilization within 35

months after completion This estimate is based on an estimated completion date

of March 2013
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INTRODUCTION TO THE LONG TERM CARE INDUSTRY

Because of the national trend in the United States is toward an increasingly aging

population the market for senior housing is growing Along with the growth is

an evolution which is occurring in the type of facilities which are available It is

therefore crucial when discussing care facilities aimed at seniors that the type of

facility analyzed is classified in accordance with one of the commonly defined

product types Communities are categorized in relation to the product or

services provided Essentially facilities vary based on the provision of five types

of product or services.1

Real Estate the provision of basic housing unit

Basic Services these services would include convenience-oriented

services for active seniors such as meals transportation or

housekeeping

ADL Care These services are Activities of Daily Living and refer to

needs which relate to such basic tasks as bathing dressing toilet use

transferring or eating

IADL Care This level of services is known as Instrumental Activities

of Daily Living and refers to assistance with activities resulting from

some level of cognitive impairment IADL Care is aimed at such

things as assistance with finances telephones shopping and money
management

Medical Care As the name implies this assistance relates to the

treatment of specific diseases or in handling non-ambulatory patients

this level of assistance requires some form of medical training on
behalf of the provider

The provision of these products and services results in the various communities

and facilities which form the myriad of alternatives for serving the elderly

population The types of senior communities which service these needs fall into

five basic categories

The Investment Case for Senior Living and Long Term Care Properties in an Institutional Real

Estate Portfolio 1997 Price Waterhouse LLP

-7
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Active Adult Communities For-sale single-family homes townhomes cluster

homes mobile homes and condominiums with no specialized services restricted

to adults at least 55 years of age or older Rental housing is not included in this

category Residents generally lead an independent lifestyle projects are not

equipped to provide increased care as the individual ages May include

amenities such as clubhouse golf course and recreational spaces Outdoor
maintenance is normally incLuded in the monthly homeowners association or

condominium fee

Senior Apartments Multifamily residential rental properties restricted to adults

at least 55 years of age or older These properties do not have central kitchen

facilities and generally do not provide meals to residents but may offer

community rooms social activities and other amenities

Independent Living Communities Age-restricted multifamilyrental properties
with central dining facilities that provide residents as part of their monthly fee

access to meals and other services such as housekeeping linen service

transportation and social and recreational activities Such properties do not

provide in majority of the units assistance with activities of daily living

ADLs such as supervision of medication bathing dressing toileting etc There

are no licensed skilled nursing beds in the property

Assisted Living Residences State regulated rental properties that provide the

same services as independent living communities listed above but also provide
in majority of the units supportive care from trained employees to residents

who are unable to live independently and require assistance with activities of

daily living ADLs including management of medications bathing dressing

toileting ambulating and eating These properties may have some nursing beds
but the majority of units are licensed for assisted living Many of these properties
include wings or floors dedicated to residents with Alzheimers or other forms of

dementia property that specializes in the care of residents with Alzheimers or

other forms of dementia that is not licensed nursing facility should be
considered an assisted living property

Nursing Homes Licensed daily rate or rental properties that are technically

referred to as skilled nursing facilities SNF or nursing facilities NF where the

majority of individuals require 24-hour nursing and or medical care In most

cases these properties are licensed for Medicaid and/or Medicare

reimbursement These properties may include minority of assisted living
and/or Alzheimers/dementia units

77
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CCRCs Age-restricted properties that include combination of independent

living assisted living and skilled nursing services or independent living and

skilled nursing available to residents all on one campus Resident payment
plans vary and include entrance fee condo coop and rental programs The

majority of the units are not licensed skilled nursing beds

The long-term care industry is highly competitive reflecting relatively low
barriers to entry for certain facility types in some markets and continuing health

care cost containment pressure Moreover there can be an overlap in the type
and extent of services provided especially in the areas of skilled nursing and

assisted living This is the case for example with
respect to services directed to

residents in various stages of memory care Skilled facilities are increasingly

adding or converting wings devoted to memory care residents Assisted living

facilities similarly often offer such care under extended support or additional

care programs

The Assisted Living Federation of America ALFA cites census count of 6.5

million older people needing assistance with daily living activities That number
is expected to double by the year 2020 More than one million persons live in an

estimated 20000 assisted living residences according to ALFA

Against this background of forecast growth nationwide the characteristics of the

subject and its immediate market are considered

I_ Ia eIrind q1rI.rs
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PROJECT DESCRIPTION

The ensuing pages will generally describe the subject project as proposed its

setting in its market area its neighborhood and the health care related facilities

in the immediate area

SUBJECT DESCRIPTION

The subject site is located along the north side of East County Road 100 North

just west of its intersection with Ronald Reagan Parkway The site is located in

Avon Indiana which part of the western MSA of Indianapolis Indiana the state

capital The subject site is 7.16 acres that is to be developed with 78-unit

assisted living facility ALF and three garden home GH buildings with 18 total

units Of the 78 ALF units secured 30-unit wing will be dedicated to memory
care The subject is part of the larger planned Reagan Park Senior Living

development that will also include subsidized senior apartments skilled

nursing facility and medical office building The subsidized senior apartments
are currently under construction while the skilled nursing facility and medical

office building are planned for future development

SUBJECT SETTING

The Avon/Hendricks County Area

The Town of Avon is located in Washington Township of Hendricks County
Specifically it is located just over the Marion County/Hendricks County line six

miles west of the 1-465 Beltway Avon was incorporated into town in 1996 The

incorporated area generally includes the area surrounding the intersection of

Dan Jones Road and U.S Highway 36 Currently the area falls within the

general jurisdiction of Hendricks County and will be discussed accordingly

INC Real Elale oti icier md \ppr.ims.r
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Population

The table which follows summarizes the overall population position of tht town
of Avon and Hendricks Count

Historical Po ulation Data

Town of Avon 3054 6248 9113 10445
hendricks County 75734 104093 143458 158311
Suuic Census ana Sue To Do business Onlrn

The Town of Avon accounts for approximately 64 percent of Hendricks County
and must be considered in terms of the surrounding area Hendricks County
population increased by 32 percent per year from 1990 to 2000 and increased by
38 percent per year from 2000 to 2010 Hendricks County population is

forecasted to grois by 22 percent per year from 2010 through 2015 Avon is

forecasted to grow by 29 percent per year during that same time period

Economic Base and Employment

The economic base within hendricks County is predominantly service and retail

trade oriented The ten largest employers in Avon are as follows

pmmunitySchools 765elSulConwapy 330

Lowes
_____ __________________

150

\von Healthcare Hendricks County ______ 131

jYCharleys Inc
________ _________

125

jpiabricprs Erectors 125

Liytems ______
100

Healthcare BR 100

Inc 80

Shake _______________ 79

Source Hendricks ot nt Economu Development Partnership
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Some of the largest employers in Hendricks County are as follows

Page Ii

ukeEnergy 1125

zark Automotive Distributor 600

Brightpoint 600-I
Elarlan Bakeries 537

ompanies Distribution Center 502

Dzburn-Hessey Logistics 500

Ryder/Whirlpool Distribution Center 500

EVA Logistics 400

Epson America 375

teel_Dynamics 370

INT Logistics 325

Dicks_Sporting_Goods 300

Eby-Brown Co LLC 300

Lngineered Bar Products Div 300

ADESA Indianapolis 250

ArvinMeritor Inc 250

Thnway Freight 220

Source in0y Partnerhp 2009

It is noted that many Hendricks County residents commute to nearby

Indianapolis for employment Groi th in Avon and Danville is generated by
economic growth in the southwest quadrant of Indianapolis to include the areas

around the Indianapolis International Airport

Employment

Data provided by the Indiana Department of Workforce Development indicates

July 2011 unemployment rate for Hendricks County of 6.9 percent his can be

compared to the Indianapolis MSA rate of 8.0 percent the Indiana ratt of 8.6

percent and the U.S rate of 9.3 percent

OGNA
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Government

As previously discussed the Town of Avon was recently incorporated The
town government consists of five-member town council Town Manager
Town Judge and an elected Clerk-Treasurer Avon has town Planning Board

as well as county Planning Board In addition they have Building
Commissionerand Zoning Appeals Board

Utilities

Avon has electric power supplied by Duke Energy formerly Cinergy/PSI
Hendricks Power Cooperative and Indianapolis Power Light Company
Vectren formerly Indiana Gas Company supplies natural gas Water in Avon is

provided by the Indianapolis Water Company and sewerage is provided by
West Central Conservatory District ATT formerly SBC/Ameritech provides
telephone service

The School System

Public schooling is available from kindergarten through high school throughout
the county Avon is served by eight educational facilities one high school one
middle school one intermediate school and five elementary schools

Summary

In brief Hendricks County and the Avon area can be categorized as one in which

population growth has been relatively rapid in comparison to other areas in the

Indianapolis MSA The economic climate is generally good with high levels of

employment As Avon is only located six miles west of Indianapolis population
and economic patterns are in large part dictated by the Indianapolis MSA Avon
is accessible to 1-465 and 1-65 It is located approximately eight miles from the

Indianapolis International Airport The overall economic outlook for Hendricks

County and the Town of Avon is positive

rlcBOLOGNA INC RI E.tt insIr md Appr.ir



Reagan Park

Proposed Assisted Living Carden Home Community
NWQ or Ronald Reagan Pkwy and CR 100

Avon Endiana

PROJECT DESCRIPTION Page 13

Subject Neighborhood

The subject is located on the east side of Avon approximately one mile west of

the Hendricks Marion County border The neighborhood includes number of

single and multifamilydevelopments with most commercial activity located

along US 36 Uses along US 36 include big box retailers restaurants

supermarkets freestanding retail and community shopping centers

The neighborhood boundaries can generally be defined as Raceway Road to the

east the CSXT railroad to the south State Road 267 to the west and East County
Road 200 North to the north Access to the area is very good US 36 is major
east/west corridor on the west side of the Indianapolis MSA and SR 267 extends

north from the neighborhood to Interstates 74 and 65 and south from the

neighborhood to Interstate 70 In addition Ronald Reagan Parkway extends

through the neighborhood Currently Ronald Reagan Parkway has been

constructed in pieces in Hendricks County only The long-term plan for this

parkway however is to form an outer access ring around the Indianapolis MSA
Currently an overpass is under construction at the south end of the

neighborhood that will link Ronald Reagan Parkway in Avon and Plainfield

Uses immediately surrounding the subject include single family residential to the

south new senior apartment construction to the east and vacant land to the

north and west Development in this immediate area is relatively new except for

some older single-family dwellings

Significant commercial development can be found along US 36 Rockville Road
which is approximately one mile south of the subject site Several big box

retailers are located along US 36 as it extends through the neighborhood

including Meijer Target Menards Best Buy Office Depot Wal Mart

Supercenter and Lowes In addition to these larger retailers the US 36 corridor

features multiple multitenant neighborhood and community shopping center

with generally strong occupancy levels Several freestanding retail

developments are also location throughout the neighborhood Some

neighborhood based retail development can also be found at the intersection of

East CR 100 North and State Road 267

In addition to retail and commercial development the subject neighborhood
features several office developments both single and multi tenant Most of these

developments are also found along US 36 although some smaller office

improvements can be found along other major thoroughfares such as SR 267 and
Dart Jones Road Office occupancy is typical to slightly better than the

Indianapolis MSA office market

The subject neighborhood also features two large medical developments
Approximately one-quarter mile east of the subject site within the northeast

quadrant of Ronald Reagan Parkway and East CR 100 North is Indiana

OLOGNA INC Ea nIor .nd
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University Health West Hospital This is full service 129-bed hospital that is

less than 10 years old sample of specialties at this hospital are womens
health oncology pediatrics emergency care diagnostics surgical services and

rehabilitation services Tn addition the neighborhood features an Avon campus
of Hendricks Regional Health which is based in Danville The Avon campus
features Cancer Center immediate care surgery center and lab and radiology
services

Location Suburban

Built Up Approximately 80-85%

Growth Rate Stable to slight growth

Property Values Generally stable to slightly decreasing

Demand Supply Generally in balance

Predominant Occupancy Combination of single user and multi-tenant

Adjoining Uses Single family residential multifamily residential

under construction and vacant land

Vacancies Estimated at ten to fifteen percent

Land Use Change The neighborhood has vacant land available for

development although the housing market in the

Indianapolis MSA is not favorable for new

development at this time New development is

likely to first be seen near Ronald Reagan Parkway
as it is extended over time

Good Avg Fair Poor

Employment Stability

Convenience to Employment

Convenience to Shopping

Convenience to Schools

Recreation Facilities

Adequacy of Utilities

Property Compatibility

Protection from Detrimental Conditions

Police Fire Protection

General Appearance of Properties

Appeal to Market

1OLOGNA
1N Elal \nIr md
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LOOKING EAST ALONG EAST CR 100 NORTH FROM SUBJECT

LOOKING WEST ALONG EAST CR 100 NORTH FROM SUBJECT
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Health CareMedical Development in the Subjects Immediate Area

The subject has very close proximity approximately one-quarter mile to

Indiana University Health West Hospital In addition the subject is

approximately five-minute drive from the Avon campus of Hendricks Regional
Health Other medical offices can be found along US 36 The proximity of these

health care facilities is benefit to the subject particularly the ALF

Summary

The subjects immediate area within the larger market area is relatively stable

Avon has been one of the larger growth markets in the Indianapolis MSA over
the past 10 years although growth has slowed somewhat due to the national

economic downturn Because of the growth however this area has weathered

the economic storm better than other areas in the Indianapolis MSA The subject

has substantial retail and commercial development offering variety of services

In addition the subject neighborhood has good medical facilities available to

local residents This is obviously important to senior housing development
Continued stability with slow growth is projected for the subject neighborhood
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SUBJECT SITE DESCRIPTION

The following description of the subject site is based on public records information

provided by the owner and observations made on the date of inspection In

addition survey produced by American Structnrepoint Inc identified as Job No
20091410 dated November 2010 was provided to the appraisers However this

survey is for the entire 25.0-acre site that is proposed to be developed with all phases
of the Reagan Park Senior Living development not just the subject site

Site Size 7.16 net acres- according to public records and

subject ownership see extraordinary

assumption

Frontage Depth The site has frontage along the north side of East

CR 100 North

Configuration irregular

Topography Generally level

Wetlands None apparent
Environmental Issues The appraiser observed no obvious signs of

environmental problems Terzo Bologna

appraisers are not environmental analysts The

client should retain competent counsel on these

issues as it may deem appropriate An

environmentally acceptable Site is presumed for

valuation purposes
FEMA Flood Hazard

Rating Zone FEMA maps by Interflood

18063C0186D and 18063C0190D dated

September 25 2009

Ingress and Egress Access to the subject site will be provided via

two points along the access road to be

constructed that will extend north from East CR
100 North It appears that the subject will also

have ingress/egress easements with the

proposed developments to its north skilled

nursing facility and south medical office

building when they are constructed

Apparent Easements or

Encroachments It appears from the provided marketing site plan

that the subject will have ingress egress and

perhaps parking easements with the proposed

developments to its north skilled nursing

facility and south medical office building
These are considered typical within planned
unit development No other easements or

encroachments were observed

r\ Rjl Fr.t
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Utilities
Municipal water and sewer

Electricity

Natural gas

Telephone

Cable service

Parking detailed site plan with exact parking

configuration was not provided to the

appraisers However it is known that all two
bedroom garden home units will have private

driveway and one-car garage and all one-

bedroom units will have private driveway It

is assumed for this analysis that parking will be

sufficient and to zoning code for the

development see extraordinary assumptions
Overall

Utility
of Site The site has no unusual physical characteristics

that would restrict development
Assumed Improvements Concrete drives and walks
to Site

Site lighting

Site signage

Typical landscaping with grass small

shrubs and some trees

IHzOBcLcJN INC Ltale CouiiIorsirid
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LOOKING SOUTH AT SUBJECT SITE FROM ACCESS ROAD

SUBJECT

LOOKING WEST AT SUBJTCT SITE FROM ACCESS ROAD



RETENTION POND AT SOUTH END OF SITE
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SUBJECT IMPROVEMENTS DESCRIPTION

No architectural plans were available as of the date of this market study
However the developer did provide information on the number and type of

units to be provided floor plans for these units and the proposed monthly
rents for each unit type In addition the developer stated that the project

layout and general building designs will be very similar to different

proposed project in Bloomington Indiana called Gentry Park The subject is

slightly smaller in size and thus it is not intended to be an exact duplicate

property It has been assumed for this analysis however that these are

representative of the proposed subject and the description of the proposed

improvement is based on this provided information This analysis makes no

representations as to the engineering aspects of the buildings adequacy of the

structural systems or of the electric HVAC equipment and plumbing
systems

Property Overview

Number of Buildings Assisted Living Bldg
Garden Homes Bldgs
Total Bldgs

Stories Assisted Living One-story
Garden Homes One-story

Year Built It has been estimated for this analysis that

construction would begin in May 2012 with

completion of the first garden home units in

February 2013 and completion of the entire

project by March 2013

Gross Building Area

See extraordinary

assumptions Assisted Living Building 70000 GSF

Garden Home Buildings 17790 GSF
Total 87790 GSF

Units per Acre 13.4 units per net acre

OLOCNA Ri Itt LiflIor flj
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Unit Mix

Layout

Common Amenities

ALF Unit Mix

Units Type Size NRSF
uen .heas afliE

16 Studio/1BA 326

20 1BR/1BA 498

12 2BRIIBA 672

20 Studio/lBS MC 329

10 Companion Suite MC 260

seiu
78 Total 32420

MC Me..ory Caee Companion Suite NRSF
per perirn

Garden Home Unit Mix

Units Type Size NRSF

742

2BR/IBA 1012

2BR/2BA 1211

18 Total 17790

Garage not inch.ded in NRS

The exact layout of the ALF building is not

known since plans are not available yet
However it is assumed that the ALF building
will be typical for the market including an entry

lobby corridors rental units activity areas

offices central dining room and kitchen area
and secured area for memory care including

separate eating area The exact location of the

garden home units in relation to the ALF is not

yet known but the owner/developer stated that

they will be centrally located with easy access to

the ALF
The exact number and type of amenities that the

ALF building will contain has not been

finalized However it is assumed that the

amenities offered will be typical of other ALFs

in the market including items such as outdoor

courtyards beauty barber shop theater fitness

center coffee shop bakery ice cream parlor
full service restaurant laundry facilities dining

rooms chapel kitchen activities rooms lounges

sitting areas nurses stations and

administrative offices The garden home
residents have access to these amenities

1N RI GIaI oneIir .md
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Building Features

Foundation Slab on grade foundation

Support Structure Wood frame

Roof Type Hip and gable

Roof Cover Asphalt shingle

Facade Combination of face brick stone veneer fiber

cement board siding fiber cement shingle

siding and vinyl siding

Fenestration Single-hung insulated glass windows

Plumbing Copper supply and PVC drain lines

Electric Service Adequate
Water Heaters Numerous gas hot water heaters throughout

the buildings
HVAC Forced air heating and cooling for common

areas PTAC units in ALF units Forced air

heating and cooling in each of the GH units

Fire Suppression

Systems Sprinkler system in the ALF building Fire

extinguishers throughout the buildings
Other Life Safety

Systems Each resident unit is hard wired with

security alert system Buildings have smoke

detection system emergency lighting exit

lighting/signs In the GH units there are

smoke detectors and an emergency pull cord

alarm in the bathrooms

Typical ALF Unit

Wall Finishes Painted drywall
Floor Finishes Carpeting throughout with resilient tile in the

kitchenette bathrooms and entry

Ceiling Finishes Painted drywall
Kitchenette Conventional units have wood cabinetry

plastic laminate counter stainless steel single

basin sink microwave and small refrigerator

The MC-ALF units do not have kitchenette

Bath All units have lavatory on vanity base water

closet and barrier free shower with grab bars

Lighting Fixtures Incandescent

Features The one and two bedroom units have patio

OLOGN\ INC RI Ifl OoI1Ir .d -1r.ur
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Typical Garden Home Unit

Wall Finishes Painted drywall
Floor Finishes Carpeting throughout with resilient or ceramic

tile in the kitchen bathrooms and entry
Ceiling Finishes Painted drywall
Kitchen All units have wood cabinetry laminate

counter stainless steel sink range refrigerator

and dishwasher

Bath All units have lavatory on vanity base water

closet and shower with tub

Lighting Fixtures Incandescent

Features All units have sunroom front porch and

patio

Overall Condition and Functionality of Site and Improvements

The subject has an average level of appeal and functional
utility

for new senior

living development in this market Materials are of average-grade with an

emphasis on reasonable quality

The subject improvements are estimated to have an effective age of zero years
with an economic life of 20 years for the site improvements and 60 years for the

buildings

INC 1JnIr
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MARKET AREA DEFINED

In order to determine the market area for the subject property discussions with

representatives of identified competitors were interviewed as well as the subject

developer Because the subject is not slated for construction start until May 2012
the developer has not yet started to collect inquiries from potential residents

However other operators in the area indicate that the majority of residents come
from Hendricks County In fact operators stated that most of the residents come
from the immediate area i.e Plainfield properties get residents from Plainfield

Avon properties get residents from Avon and Brownsburg properties get

residents from Brownsburg

As the subject is located in Avon the majority of residents will likely come from

the immediate area However the central and western portion of Hendricks

County has minimal competitive supply Danville which is the county seat has

small ALF Ivy Trace that is also one of the oldest competitive properties

Worthington House is located in Camby which is also near Marion and Morgan
Counties All of the other ALF and senior independent living properties are

located either in Avon Plainfield or Brownsburg Seniors living outside of these

three most populated cities towns who need and desire senior living options are

likely to utilize one of these properties located within Hendricks County

Given the previous data the market area for the subject is determined to be

Hendricks County

The market area had total population of 104093 persons in 2000 The area has

an estimated population of 143458 in 2010 and is forecast to increase to 158311

persons in the year 2015 or 2.07% annually according to demographic data

provided by Site To Do Business Online This represents somewhat significant

growth pattern

The market area definition is shown on the map which follows

IERIStBOLOGNA
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The characteristics of the senior mar .et that
supp.orts the sub ject and its

competing facilities are shown in the following tables Data on the overaii

popuiati.on ..nd the age 65 population is included
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The following chart shows the market area household characteristics specific for

the 65-i- population

Market Area Household Characteristics 2010 2015

2010 of 2015 of Total Annual

Estimate lotal Projection Total Increase Increase

fotal 53238 100 59 347 100 6109 229
Age of Householder

65-74 5463 10 26 406 1248 1943

75-84 2842 534 3193 5.38% 351 247/
85-s 1098 TT 1270 21417 172 3.13%

Total $57931 100 $73669 100% $15739 5.43

Age of Householder

65-74 $45908 79.25 $58141 78.92 $12233 5.33%

75-84 $33477 $52444 71.19 S1o967 57%

85 S04 $52331 7L847 518 708

Source Site lo Do usines OnCne

he age cohorts examined all indicate an increase in growth Overall the

number of households within the 65-age cohort is projected to increase by 525

percent annually between 2010 and 2015 This is compared to the overall

number of households that is projected to increase by 2.29 percent per year over
the same time period

At the same time median household income generally decreases as the age
increases for each cohort requiring seniors to seek family support or dip into

capital assets This is true currently with the household income of the 65-i- age
cohorts ranging from 58.04 to 79.25 percent of the total median household
income This trend is generally projected to continue over the next five years
although the gap between the median of all households and the oldest age
cohorts is projected to narrow
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Because large portiori
of th .65-age cohort is retired or partially retired

annual in.corne not necessarily the strongest ir.dicator of buying power For

this group net worth is often better indicator The kilowing table reviews the

median and averi.ge .net worth of the 65age cohort for the market area the

Indianapolis MSA State of Indiana

2010 NET WORTH AGE .65 AGE COHORT
Me ian .Aveiage

.Net Worth Net worth

Age Age Age Ag.e

65-74 75

.MarktAira $27 488 $227M7 $.06446

Indianapos MS $210310 $182315 $74 109 $518272

Irithana 8157 145 $615 490 8449038

The subject market area has higher median and average net worth than the

Indianapolis MSA and State of Indiana for both the 65 to 74 age group and the

75 age group This indicates that slightly higher percentage than average of

the 65-age cohort can afford senior living options

As noted earlier population in .the market area is forecast to grow at steady
rate However the senior cohorts will grow above the annual rate of the overall

market population on average This suggests that long term market share to the

subject will be generated by an increase in demand related to both senior

population growth and the growth of the younger population who act as

responsible parties for seniors that relocate to the area to be near their children

grandchildren and or extended family

.-

/1
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MARKET AREA INVENTORY AND COMPETITIVE PROPERTiES

Page 42

erzo and Bologna Inc completed survey of assisted living facilities independent
living facilities garden home communities and other healthcare options in the

sub jeds market area in September 2011 ht purpose of the survey is an attempt to

identify the supply of health care and senior living options that could compete nith
the subject The results of the surt are as fo1loi

here are seven skilled nursing care tacilities in the market area containing 1060
beds The properties are summarized in the following table Skilled nursing
lacilities rirovide hgher level of medical care than asicted and independent
living facilities and must be licensed by the state

SNF OMPETJTIVL PROPERTIES

Community Total Beds

Avon Health Rehabilitation

Center 137

Brownhurg Health Cae Center leO

Browmhurg Meadcnss 38

Countryde Meados 171

Danville Regional Rehabi1itatti1 127

Manorcare Health Servicm

Pretwick 14

Plainheld Health Care Center 189

total ot nine assisted
living facilities ALF are located within the subject

market area Surveyed information on all of these facilities was compiled as part
of this market study and summarized in the following table It snould be

noted that Sugar Gro opened in November 2010 and is not yet stabilized

ompetitivePmpeiesOccupancy

Community Year Built Total Units Occupancy

Club Roland Manor Brownsburg 1986 84 845
Brownsburg Meadows Brownsburg 2807 11 1000

Park Square Manor Avon I04 7h 776

2003 132 941

14ealtReahAvo 2008 28

Sugar Grove Plainfield 2010 116

Roland Golden Memories Plainfield 1999 58

lvi Trace Danville 733
1999 30 744i-----578O3

ur cv icr gn Septemkr 2011

/-
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There are four existing senior garden home fac lities in the market area

containing 80 units These four properties arc summarized in the tollowing

table It should be noted that Sugar Grove opened in November 2010 and is

not yet stabilized

GH Competitive Properties Occupancy

Community Year Built Total Units Occupancy

Club Roland Manor Brownburg 1986 12 83.3

Brownsburg Meadows Bronshurg 2007 10 90.O

Villages of Avon von 2008 10 90.O

2010 48 66.7

Another component of the healthcare industry that competes for resident

services is home health care agencies These agencies provide medical

treatment to patients in assisted living facilities independent living facilities

and private residences The Indiana Department of Health formerly tracked

data on home healthcare agencies but stopped 2005 Research indicates

that Hendricks County has seven home health care agencies These would

provide some competition to the subject and the competing assisted living

facilities in the market

An age-55 apartment community called Broadstone Pointe in Brownsburg
was completed in mid-2011 This property has 76 units and has mix of one-

and two-bedrooms This property offer no care services and is not tied to any
facilities that provide care This property might offer secondary competition
to the subject garden homes but the design 4-story building and amenities

are still quite different

The independent and assisted living facilities as well as the senior garden home
communities that are considered to be direct competitors to the subject are

described in detail in the ensuing pages followed by map identifying the

location of each facility

1tBLOGNA



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS

Club Roland Manor Retirement C1ub ALF
250 Northfield Drive

Total

Units Brn

12

12

30

30

Rent Concessions

Vacancy

ALF
ALF

ALF
ALF

one

Reported average annual

SgFt

230

300

500

700

COMPARABLE
Survey Date 9/11

Brownsburg Hendricks County IN

Contact Corey hull Manager/317 8525736

84 Units Built in 1986

Base

$1095

$1295

$1745

$1965

S/Sq Ft

$416

$432

$349

$281

occupancy is 85 percent

8o7 Pagc



TERZO BOLOGNAINC SUMMARY OF COMPARABLE RENTALS
COMPARABLE Survey Date 0/11

slnln mii
Electric A/C Electric Stove OmSite Laundr
Cold Water FrostFree Refrigerator Clubhouse

Other Hot water Sleeve A/C Flderly Related Facility

Patio or Balcony
indow freatments

ens
Sewerage service and trash removal included in base rent

Unit mix is approximate Base rent meals per day all utilities scheduled

transportation weekly housekeeping linen service social activities All IBR units have

full kitchen Studios have no kitchen or kitchenette Site also contains 12 garden
home units known as 4chaletsRent rate is base and does not include any additional

medical care rhis care is available on an la carte basis with charges varying

depending on the type of service provided Owner did not know what the average
additional cost was for these medical services

LR/
8075 Page



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS
COMPARABLE

Club Roland Manor Retirement Club- UN
250 Northfield Drive

Brownsburg Hendricks County IN

Contact Corey Hull Manager/317 852-5736

12 Units Built in 1988

Survey Date 9/li

Total

thiil irn

GH
10 UN

Rent Concessions None

Vacancy Average annual occupancy reported at 85 percent

Electric Heat Electric Stove On-Site Laundry
Electric Cooking Frost-Free Refrigerator Clubhouse

Electric Hot Water Sleeve A/C Elderly Related Facility

Electric A/C Patio or Balcony
Cold Water Window Treatments

Comments

Sewerage service and trash removal included in base rent

Lnits known as chalets Base rent meals per day all utilities scheduled

transportation weekly housekeeping linen service social activities Al 1BR units have

full kitchen Studios have no kitchen or kitchenette Site also contains building

containing 84 ALF units Meals and activities for the GH units are in the Main ALF

building Additional medical care available on an Ia carte basis

Base

Rent SgFt S/Sq Ft

%1095 300 $365

S1695 bOo S283

ir 8O Page



TFRZO BOLOGNA INC SUMMARY OF COMPARABLE RENTAL

COMPARABLE

Bros nsburg Meadows
East Tilden Drive

Brownsburg Hendricks ounty IN

Contact Ashley Holder 31 72862l07

Senior Living 21 Units Built in 2006-07

Survey Date 911

Total

Units Rs
ALF
ALF

ALF
GH
GIl

GH
Rent Concessions None

Vacancy The 11 ALF units are all occupied with waiting list Currently of 10 GH
units are occupied

Base

$2325

$2435

$2865

$1430

$1815

$2125

SgFt

370

455

626

642

948

1142

S/Sq Ft

$628

$535

$458

$223

$L91

$L86

8057 Pag



TERZO BOIIOGNA INC SUMMARY OF COMPARABLE RENTALS
COMPARABLE Survey Date 9/li

Gas Hot %ater

Electric Heat

Cold Water

Other lot Vv ater

Electric Stove

Frost-Free Refrigerator

Central Air

Iisposal
Dishu asher

Microwave

In-Unit Faundry

Laundry Hook-Ups
Patio or Balcony

indow Treatments

On-Site aundry

Garage
Clubhouse

Fitness Room

Flderly Related Facility

Comments

Property also has 136-bed skilled nursing facility All 2-BR garden homes GH have

an attached one-car garage
All utilities included except phone and cable

ALF units have kitchenette teaturing small refrigerator single basin sink and
microwave GH units have range/oven double basin sink standard refrigerator

and dishwasher GH units also feature washer/dryer hookups in all units

Monthly rent for Al units includes meals per day weekly housekeeping social

activities fitness center and scheduled transportation GH residents have can access

the common amenities of the ALF although meals and housekeeping is not included
in monthly rent

S057 Pag



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS

COMPARABLE Surey Date 9/Il

Park Square Manor ALF
6990 East CR 100 North

Avon Hendricks County IN

Contact Sue 317272-7300

76 Units Built in 1999/2004

Units

Total

taken by SJH 8/5/2010

01
55

14

Rent Concessions None

Base

Rent

$2350

52790

$3730

sgFt

409

570

836

S/Sq Ft

$515

$489

S44b

Vacancy Occupancy reported at 59 units occupied or 781 percent

FFR/O01 C\ IB O78Iage



TERZO BOLOGNA INC SUMMARY OF COMPARABLF RENTALS
COMPARABLE Survey Date 9/11

Electric A/C
Cold Water

Other Hot Water

Electric Stove

FrostsFree Refrigerator

Sleeve A/C
Disposal
Dishwasher

Microwave

Patio or Balcony
Window Treatments

OnSite Laundry
Car po-t $25
Clubhouse

Elderly Related Facility

ent
Sewerage and trash removal included in base rent

Base rent mcludes meals per day all utilities schedultd transportation weekly
housekeeping linen service social activities Additional services available on an ala

carte basis medication assistance $60/mo walking assistance $60/mo bed change
$44/mo laundry $22/week bathing $265/mo

807S Pag



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS

Sewerage service and trash removal included in rent
Base rent includes meals per day all utilities scheduled transportation weekly

housekeeping linen service social activities Six levels of care are offered for

additional charge starhng at $420 per month 250 NRSF studio unit is estimated in

size This unit type is strictly is located in secure 30-unit memory care wing known as

Keepsake Village Ehese units do not have kitchenette Facility has 132 units and is

licensed by ISDH for 150 residential beds allowing for double oCcupancy in some units

if desired

COMPARABLE

hearth at Prestisick ALF
182 South CR 550 East

Avon Hendricks County IN

intact David Marketing Director 317 745-2766

132 Units Built in 2003

Survey Date 9/lI

11

52

30

30

Total

Ern Br

ALF
ALF

ALF
ALE
MC

Base

Rent

$1995

$2375

$2750

$2950

$4450

SgFt

396

486

576

624

250

S/Sq Ft

$504

$489

5477

5473

$1780
Rent Concessions None

Vacancy Occupancy icported at 95 percent

nnii niti
Electric A/C
Cold Water

Other lot Water

Frost-Free Refrigerator

Sleeve A/C
Window Treatments

On-Site Laundry
Clubhouse

Elderly Related Facility

FR/OO
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TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS
COMPARABLE

Avon Health Rehabilitation ALF

4171 Forest Pomte Circle

Avon Hendncks County IN

Contact 317745-5184
Senior Living 26 Units Built in 2008

/SqFt

$668

$414

Survey Date 9/Il

Electric Heat

Electric Cooking
Electric Hot Water

Electric A/C
Cold Water

Frost-Free Refrigerator

Sleeve A/C
Microwave

Window Treatments

On-Site Laundry
Fitness Room

Flderly Related
Facility

Sewer trash included in rent

The ALF is one component of CCRC containing Gil SNF facilitiesGH component
known as Villages of Avon The units have kitchenette with cabinetry countertop
sink microwave and small refrigerator The base rent includes all utilities and

maintenance 3-meals per day weel housekeeping linen service transportation and
activities Additional amenities available residents include library beauty barber

shop and onsite home health agency Additional services are available at ala carte

pricing

Total

nil Rrn
24 ALF

ALF
Rent Concessions None

Base

$2672

$2842

SFt
400

bOO

Vacancy Occupancy reported at 92

ii

FR/O OLOG\A 1f3 SUSI Page



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS
COMPARABLE Survey Date 9/11

Villages of Avon GH
4171 Forest Pointe Circle

Avon lend ricks County L\

Contact 1onief Admissions/317745 5184

Total Base

Rent

$2163

$2472

GH
Gil

Rent oncessions

Vacancy

SgFt

1000

1200

$2.16

$2.06

None

Occupancy was units or 90 percent Management stated typical

occupancy is 90 to 100 percent

IERLO01 OGNA
8082 Pgi



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS
COMPARABtiEIn
Electric Heat

Electric Cooking
Electric lot Water

Electric A/C
Cold Water

Flectric Stovc

Frost-Free Refrigerator

Central Air

Disposal
Dishwasher

Laundry Hook-Ups
Patio or Balcony
Wind oi reatments

Survey Date 9/li

Garage
Fitness Ro

Elderly Related Faciht

nts
Seiser trash included in rent

All units have an attached garage Larger unit has 2-car garage and smaller unit has
1-car garage

he garden homes are one component of CCRC containing AL SNF facilities

known as Avon Health Rehabilitation Center he garden homes have full kitchens

containing full size range refrigerator dishwasher and garbage disposal base

rent includes all utilities and maintenance Additional amenities available residents

include library beauty/barber shop and onsite home health agency Additional

services such as meals and housekeeping are available at ala carte pricing and are

provided by the adjacent ALF/S\F NRSF for the units are estimates

TB 28082 Page



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS

Rent Concessions None

Vacancy In ALL 52 of 76 units h84 occupied in memory care MC 16 of 40 units

40w occupied In garden homes GH 32 of 48 units 66 occupied

Property open just over 10 months as of September 2011 so not yet

COMPARABLE Survey Date 9/11

Sugar Grove Senior Living ALF Gil

5865 Sugar Lane

P1 ainrielo Hendricks County IN

Contact ony Schantz

.Si.cr Li 1.6.4 Units Built in 2010

taken by rjn ID/ Ll1

Total Base

Type Rent SgFt S/Sq Ft

ALF $1750 326 $5.37

ALF $2250 498 $4.52

ALF $3000 672 $4 46

MC $3595 260 $13.83

MC $3995 329 $12.14

Gil $1250 742 $1.68

GH $1750 1012 $1.73

GH $2050 1211 $1.69

LB a055 Page



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS

COMPARABLE Survey Date 9/imnii
Electric heat Electric Stove On-Site Laundry

Electric Cooking Frost-Free Refrigerator Garage

Flectric hot Water Central Air Elderly Related Facility

Electric A/C Disposal

Cold Water Dishwasher

Microwave

Laundry Hook-L ps
Patio or Balcony
Window reatments

mes
All utilities included except prione and cable

ALE units have kitchenette including full-sized refrigerator sink and micron ave

MC units do not have only mini refrigerator GH units have full kitchen including

full-sized refrigerator disposal double-basin sink microwave and dishwasher GH
units also have washer/dryer hookups ALE facility

has common laundry for ALF

tenants Laundry service included in MC unit rent

For ALE and MC units monthly rent includes meals daily eekly housekeeping

activities planned transportation and linen service Additional health care services

can be provided by the ALE facility on level-of-need basis with the costs ranging

from $400 Basic to $2250 per month Level Average is Level to which ranges

trom $650 to $4050 per month All 2-BR GH units feature an attached one-car garage

Cli residents have access to ALF amenities hut meals and housekeeping service is

available for an additional fee

7t
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TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS

Totalfl

Rent Concessions None

Vacancy Average occupancy reported to be approximately 85 percent

COMPARABLE Survey Date 9/11

Roland Golden Memories Retirement Club- \LF

855 Southfield Drive

Plainfleid Hendricks County iN

Contact Corey Hull Manager /31 7852-573h

Senior Living 58 Units Built in 1999

li

ALF
ALF
ALL

Base

$1495

$1925

$2195

SqEt

350

500

650

Ft

$427

$385

$338

fB SOT Page



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS

COMPARABLE Surve Date /11

Cas Hot Water

Electric Heat

Electric A/C
Cold Water

Electric Stove

Frost-Free Refrigerator

Sleeve A/C
In-Unit Laundry

Full Size

Laundry Hook-Ups
Patio or Balcony

Window Treatments

On-Site aundrv

Clubhouse

Pool

Elderly Related Facility

Comments

Trash removal and sewerage service included in base rent

Rental rate for studio unit reported at $1495 There are only four of these units

However most studio units are leased to residents that have lived in lEE unit and

reached point of time where you can no longer afford the 1BR unit At this point you
can rent studio unit and the rental rate is based on your financial situation Manager
estimated the rate to typically be 51495 if not discounted kitchen area in each unit

contains an electric range frost free refrigerator and sink There is an interior as well

as exterior entrance to each unit at the exterior entrance is patio The 650 NRSF one-

bedroom unit has washer/dryer in the unit The 500 NRSF one-bedroom unit has

washer/dryer hook-ups in the unit Basic rentc include three meals per day all

utilities excluding phone and cable scheduled and personal transportation weekly

housekeeping and linen servicesocial activities and 24-hour emergency calls Other

services are available for additional fees rhere is licensed home health care agency

on site

8073 Page



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS

COMPARABLE

Total

Units Rms Br

15

Ivy 1race-A1F

337 West Lincoln Street

NWQ incoin SR 39

Danvile Hendricks County iN

Contact Chene Johnsons Shift Manager 1317 718-7592

Senior Living 15 Units Built in 1967/2004

Base

Rent _ji
$2150 450

Survey Date 9/11

Rent Concessions None

Vacancy Management reported 11 of 15 units occupied or 73 percent

Photo taken by SJH 8/5/2010

Ba S/Sq Ft

$478

In1inRn ii rAmnii
Electric A/C Electric Stove On-Site Laundry
Cold Water Frost-Free Refrigerator Clubhouse

Other Hot Water Sleeve A/C Elderly Related Facility

Disposal
Window Treatments

Comments

Sewerage service and trash removal included in base rent

Facility was formerly skilled nursing facility that was converted to an ALF in 2004

Each unit contains bathroom with sink shower and toilet as well an emergency

pull response system kitchen area in each unit contains an electric range frost free

refrigerator garbage disposal and sink Basic rents include three meals per day all

utilities excluding phone scheduled transportation weekly housekeeping and linen

servicesocial activities and 24-hour emergency calls as well as med reminder

Laundry service is available for an addibonal $30 per month

5O4 Page



TERZO BOLOGNA INC SUMMARY OF COMPARABLE RENTALS

orthmgton House-ALF

10799 Alliance Dr

SWQ Alliance Dr and Raceway Rd

Camby Hendricks County IN

Contact Marva Pans/317856-6224

Senior Living 39 Units Built in 1994

Vacancy Occupancy reported at 29 units or 74A percent

Utilities Included in Rent

Gas Hot Water

Electric Heat

Electric A/C
Cold Water

nities

Frost-Free Refrigerator

Sleeve A/C
Microwave

Areamties
On-Site Laundry

Elderly Related Facility

Sewerage service and trash removal also included in the base rent

here is small kitchenette area in each unit with refrigerator microwave and sink

Base rents include three meals per day scheduled transportation weekly

housekeeping linen service scheduled transportation activities and all utilities

excluding phone and cable arc six levels of careapprox 915/day per level

increase over base rent within the facility and licensed health care professionals are on

call for all-hour assistance According to Ms Paris average acuity level for residents

equates to an extra $900 per rncnth

COMPARABLE SurveyDate 9/Il

i-hoto taken by SJH 5/2010

Total Base

Units Rms nI Sq Ft

ALF $3200 430 $744

ALP $3900 860 $453

30 ALF $279 320 9812

Rent Concessions None

TFRLtI OGN 8071 Page



Lfl

peed

JL
LLT

fl

tW

aL

rBoLx COMPETITIVE PROPERTIES



Reagan Park

Proposed Assisted Living Garden Home Community

NWQ of Ronald Reagan Pkwy and CR 100

Avon Indiana

MARKET AREA INVENTORY AND COMPETITIVE PROPERTIES Page 62

he comparable properties offer variety of health options including some with

skilled nursing which the subject will not provide summaryof the unit types

provided at each facility is provided in the following table

Comparable Properties Unit Summary

Community Year Built ALF Units GH Units SNF Units

wt
Club Roland Manor Brownsburg 1986 84 12

Brownsburg Meadows Brownsburg 2007 11 10 136

Park Square Manor Avon 1999/04 76

Hearth at Prestwick Avon 2003 132

Avon Health Rehab Avon 2008 26 10 137

Sugar Grove Plainlield 2010 116 48

Rolands Golden Memories Plainfield 1999 58

Ivy Trace Danville 1967/2004 15

Worthington House Camby 1999 39

$5
Total Market Area 557 80 273

Source Survey by Terzo Bologna Inc Sspember 2011

The facilities presented represent the anticipated primary competitors to the

subject These are facilities that on occasion may lose residents to the subject or

alternatively to which the subject may lose residents This generally reflects

either residents choice or the choice of the responsible party It should be

noted that only two of these properties Hearth at Prestwick and Sugar Grove

have dedicated memory care wings within their ALF The subject will also have

dedicated memory care wing within its ALF which provides it with

competitive edge against facilities that do not have separate wing

The majority of the facilities and healthcare agencies identified have been

operating in the subjects market for some time The exception is Sugar Grove

which has been open for less than one year and is not yet stabilized Thus the

performance of the subjects direct competitors effectively reflect the presence of

all competitors at the levels of service which they provide and at the currently

reported price points Overall competing facilities are operating at an average

occupancy level of 80 percent for the assisted living units and 75 percent for the

garden homes However if Sugar Grove is omitted from the analysis the

current ALF market occupancy is 86 percent and the garden home occupancy in

the market is 88 percent Accordingly these facilities are generally considered

adequately supported within the market

IN CurIr.fll -\



Reagan Park

Proposed Assisted Living Garden Home Community

NWQ of Ronald Reagan Pkwy and CR 100

Avon Indiana

COMPETVE SUPPLY CHARACTERISTICS Page 63

COMPETITIVE SUPPLY CHARACTERISTICS

EXISTING SUPPLY

Directly competitive facilities in the market area contain 557 assisted living units

and 80 garden home units These are contained in total of nine facilities

Proposed Rental Rates ALF

The subject offers five ALF unit styles In the conventional ALF portion of the

facility
there are studio one-bedroom and two-bedroom units In the memory

care portion of the facility there are studio and companion suites The companion
suites offer living area for two residents separated by wall with shared

bathroom Each resident area is considered unit These unit styles along with

the proposed rent levels provided by the developer are summarized in the

following table

ALF Base Rental Rate Developers Proposed Rate

of Units Type Size NRSF Base Rent

16 Studio 326 $2200

20 1BR/IBA 498 $2750

12 2BR/1BA 672 $3200

20 Studio Memory Care 329 $4200

10 Companion Suite Memory Care 260 $3800

Each conventional unit will have kitchenette with cabinetry countertop single

basin sink under-the-counter refrigerator microwave and private bathroom

with barrier-free shower companion suites share bathroom The MC-ALF
units do not have kitchenette The subject provides these services as part of its

basic rent

All utilities except phone

Three meals per day

Weekly linen service

Weekly housekeeping

24-hour personal care staffing

Emergency call system

Social Activities

Scheduled transportation

Assistance with all ADLs in memory care units includes

assistance with bathing dressing eating medication

administration verbal cueing and incontinence care
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This is common array of services in the industry In addition new residents

will be evaluated and consulted upon entry to the subject ALF for specific care

needs The subject will assign points to specific actions of care and the point
total equates to corresponding additional monthly charge The service plan

agreement for the subject is reproduced on the pages that follow

Service Plan Agreement for Residential Healthcare Services

Activities of ResIdent
Points Select Your Care Points

Daily Living Initials

No assistance needed

Stand by assistance with dressing

Dressing
Hands on assistance with undressing lx daily

Hands on assistance with dressing lx daily

No assistance needed

Set-up assistance needed with AM hygiene

Set-up assistance needed with PM hygiene

Hygiene Assistance needed on daily basis to perform majority of morning

hygiene tasks

Assistance needed on daily basis to perform majority of bedtime

hygiene tasks

No assistance needed

Stand by assistance with bathing 2X weekly

Bathing Hands on assistance required with bathing 2x weekly

Hands on assistance required with bathing 3x weekly

Hands on assistance required with bathing 3x weekly

No assistance needed

Escort needed to and from all meals
Transports and

Assistance required with mobility
Transfers

Physical assistance needed with transfering within apartment on

daily basis

No assistance needed

Toileting and Assistance required with toileting or incontinence up to 3X daily

incontinence Assistance required with toileting or incontinence or more times

daily

No assistance needed

Minimal intervention needed to monthly to manage episodes of

agitation anxiousness repetitive behaviors disruptive behavior or

resistance to care

Behavioral

Weekly reminders redirection and/or orientation needed
ee

Interventions needed weekly to manage episodic behaviors

Requires reminders redirection and/or orientation 2-3 weekly

Requires reminders redirection and/or orientation daily

Interventions required daily to manage episodic behavior

No assistance needed self administers medications appropriately

Medication administration by RN/LPN/QMA to daily
Medications

Medication administration by RN/LPN/QMA to daily

Medication administration by RN/LPN/QMA or more times daily
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Assistance with 02 set up and maintenance

Assistance with Respiratory treatments

Assistance with prosthesis brace hearing aides

Assistance with blood glucose monitoring to daily

Assistance with blood glucose monitoring or more times dailyMiscellaneous

TED hose application

TED hose removal

Monitoring of labs and x-ray results and notification to physician

Wound care and dressing change values depending on MD orders

Total Points -_________________

Select Your
Total Points Service Package

Care Costs

to Basic $400

to 10 Level $650

11 to 21 LevelZ $1050

22 to 30 Level $1450

31 to 43 Level $1850

43 plus Level $2250

Ala Cart Services Cost

Total Cost of Services

Resident Signature Date

Resident Designee Signature Date

Community Representative Date

According to the developers experience at other similar facilities most entering
residents fall into the Basic to Level service package Obviously few
residents will need additional care at higher cost These services represent
additional income opportunities at the subject property
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The base rent for the subject ALF memory care units will include all extra care

services as needed This would indicate Level service package which equates
to an extra $2250 per month This is generally Consistent with the difference

between the developers proposed base street rent for standard ALF studio
which is $2200 and the proposed base street rent for memory care ALF studio
which is $4200 The developer has equated dedicate memory care with the

highest level of extra need Thus the ALF comparables will be adjusted to reflect

this high level of care in the subject ALF memory care area

Rental Adjustments ALF

The rental rates of the comparables must be adjusted to arrive at an economic
rental rate for the subject units Adjustments to the comparables are made for

differences between the comparables and the subject The applicable

adjustments are discussed in the following paragraphs

Base Rent Levels of Care
The services included in base rent are generally similar for the comparables
except for memory care For standard ALF units the base rent does not include

any ADLs This is true for all of the comparable properties as well except for

specific memory care units Thus rent for standard ALF units will be compared
on this base rate However the subjects memory care units will provide full

ADL service and this is reflected in the rate Comparable properties that have

memory care will not be adjusted as this is standard for memory care Since

only two comparables offer memory care an upward adjustment of $2000 will

be made to standard units to account for the additional care level This figure is

based quoted additional care costs from the comparables

Location

The subject is located approximately one-quarter mile west of the relatively new
Indiana University Health West Hospital in Avon Close proximity to an

inpatient hospital is typically considered beneficial for senior property
particularly an ALF or skilled nursing facility SNF Thus slight adjustment
is applied for properties that do not have close proximity to hospital

Size

Typically rent differences for the size of units is not typically one-to-one

relationship However the comparables indicate that monthly rent is very
sensitive to price in the subject market area The following table reflects the

percentage size adjustment for units at comparable properties based on current

quoted rent rates
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Size Adjustments

Ciu and Manor Stu.lio 230 $1095 $4.76 300 $1295 k32 60%
Club Roland Manor 113R 500 $1745 $3.49 700 $1965 $2.81 32%

Brownsburg Meadows Studio 370 52.325 $6.28 455 2435 $5.35 21%
Hearth at Prestwick 486 $75 14.89 576 $2750 4.77 85%
olands Golden Memonca lBl 5OO $1925 $3.85 61 $2195 47%

The size adjustments for the four comparable properties that have similarunits but

different sizes range from 21 to 85 percent with an average of 49 percent
Administrators at these facilities stated that the difference in price is primarily tied

to size although layout has some affect as well Given this information size

adjustment of 50 percent of the NRSF rate is applied

Utilities

All of the comparables provide all utilities expenses except phone in the base rent

Thus no adjustments for utilities are applied

Meals
The subject ALF will provide three meals per day to its residents as do all of the

comparables Thus no adjustments for meals are applied

Lau ndrv

The subject will include weekly linen laundry service as part of its base rent as do
all of the comparable properties Thus no adjustments for laundry service are made

Housekeeinp
The subject will provide ALF residents with weekly housekeeping as do all of the

comparable properties Thus no adjustments for housekeeping are applied

Kitchenette

The subject will feature kitchenette in all of its standard ALF units but not its

memory care units All of the comparables feature similarkitchenettes in their

standard ALF units Thus no adjustments are made for kitchenettes

The subject will not feature kitchenette in its memory care units This is typical
for

dedicated memory care units as typical appliances in kitchen or kitchenette can

potentially be harmful to memory care resident Accordingly if comparable has

these features potential resident would not likely pay premium for the feature

whereas standard ALF resident would see these features as desirable and would
command premium

Additional Bedroom
review of the comparables indicates that after adjusting for size differences the

premium for an additional bedroom
ranges from $0 to $362 per month However

the majority of the comparables indicate range between $50 and $100 The mean is

$95 per month and the median is $86 per month Considering this information an

adjustment of $90 per month is applied for an additional bedroom
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Additional Full Bath

Only one of the comparable properties has units with two bathrooms All of the

other comparable standard ALF units like the subject have one bath After

adjusting for size and an extra bedroom the one comparable that has units with

two baths Park Square Manor indicates an adjustment of $257 per month
This does not appear reasonable and the difference is likely due to other factors

Thus no adjustment for an extra bath is applied

Microwave
The subject ALF will provide residents with microwaves in their units Three of

the nine comparables do not provide microwaves microwave is

convenience but relatively small expense Thus nominal $5 per month

adjustment is applied as an adjustment for microwave

Condition Appeal
Since the subject will be new upon completion its condition appeal the subject is

superior to most of the comparable set The exception is Sugar Grove which is

similar design as the subject and is currently less than one year old Brownsburg
Meadows and Avon Health Rehabilitation are both less than five years old
and Park Square Manor and Hearth at Prestwick are less than ten years old All

of these properties are in relatively good condition No adjustment for condition

and appeal is made to Sugar Grove and nominal percent upward adjustment
is made to the comparables that are less than 10 years old 10 percent

adjustment is made to the remaining comparables for condition and appeal

Companion Suite

The subject memory care ALF component will have private studio units and

companion suites The companion suites are designed for two residents and have

private living room/sleeping areas that are separated by wall no doors The
residents share common bathroom None of the existing comparable facilities

offers this type of unit survey of similar units around the state indicates that

the size adjustment made in this analysis covers any cost differences between

private studios and companion suites Therefore no adjustment is made for

companion suites

The adjustments discussed are utiLized in the following analysis to arrive at

economic rental levels for the subject ALF units

Studio Unit ALF

The following rent adjustment grid illustrates the adjustments in comparison to

the subjects studio unit
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RENT ADJUSTMENT CHART

STUDIO UNIT

SUBJECT Comp Comp Comp Comp Comp Comp Comp Comp Comp
Reagan Park Club Roland BrwnbrR Mead Pk Sq Manor Hearth at Pest Avon Sugar Grove Rolands GId Ivy Trace Worth HOUSE

REN1 $2200

NRSF 326

RFNT/SQ FT $6 75

$1095

230

$4 76

$2325

370

$628

$2350

409

$5 75

$1995

396

$5.04

$2672

400

$o 68

$1750

326

$5 37

$1495

30

$4.27

$2150

450

$4.78

$2790

320

$872

ADJUSTMENTS

Unit sii 326

Utilitiis

Meals

Laundry

Housekeeping

Kitchenette

Bedroom Studio

Bath

Microwave

Location Good

ConditionAppeal 2013/Good

$228

$55

$110

$138

$116

$116

$239

$118

$118

$176

$101

$100

$247

$90

$134

$134

$88

$51

$75

$150

$296

$90

$5

$108

$21

$26

$140

$279

lOTAL ADJUSlMENT $398 $94 $3 $24 $69 $88 $179 $58 $445

ECONOMIC RENT $1493 $2419 $2347 $2019 $2603 $1838 $1674 $2092 $3235
Fndicattd Rate/Sq.Ft $6.49 $6.54 $5.74 $5.10 $6.51 $5.64 $4.78 $4.65 $10.11

Concluded Rent for Subject Unit $2100
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The nine comparables reflect adjusted rent rates from $1493 to $3235 per month
whereas the subject pro forma estimates market rent for the subject as $2200 per
month The three properties located in Avon Comparables to have adjusted
rent rates ranging from $2019 to $2603 per month The other property that is

most similar to the subject is Sugar Grove This property is virtually identical to

the subject other than its location Sugar Grove has an adjusted rent rate of

$1838 per month Given the similarities to Sugar Grove it appears that the

subjects pro forma rent is slightly high Thus market rent for the subjects

standard ALF studio unit is estimated to be $2100 per month

One-Bedroom Unit ALF

The following rent adjustment grid illustrates the adjustments in comparison to

the subjects onebedroom unit
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RENT ADJUSTMENT CHART

ONE BEDROOM UNIT

SUBJECT Comp Camp Comp Comp Camp Comp Comp Comp Comp

Reagan Park Club Roland Brwnbrg Mead Pk Sq Manor Hearth at PrsL Avon Sugar Grove Roland5 Gid Ivy Trace Worth House

$2750 $1745 $2865 $2790 $2375 $2672 $2250 $1925 $2150 $3200

498 500 626 7O 486 401 498 5X 450 430

$5.52 $3.49 $4.58 $4.89 $4.89 $6.68 $4.52 $3.85 $4.78 $7.44

4Q8 $3 $293 $176 $29 $327 $4 $115 $253

$5 $5 $5

Good $87 $143 $140 $119 $134 $113 $% $108 $160

2013/Good $175 $143 $140 $119 $134 $193 $215 $320

$264 $7 $104 $267 $595 $113 $290 $443 $733

$2009 $2858 $2894 $2642 $3267 $2363 $2215 $2593 $3933

$4.02 $4.57 $5.08 $5.44 $8.17 $4.74 $443 $5.76 $9.15

for Subject Unit $2600
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The nine comparables reflect adjusted rent rates from $2009 to $3933 per month
whereas the subject pro forma estimates market rent for the subject as $2750 per
month The three properties located in Avon Comparables to have adjusted

rent rates ranging from $2642 to $3267 per month The other property that is

most similar to the subject is Sugar Grove Again this property is virtually

identical to the subject other than its location Sugar Grove has an adjusted rent

rate of $2363 per month The Avon comparables indicate rate near the pro
forma rent but rent at Sugar Grove indicates lower rent rate Equal weight is

placed on both and thus market rent for the subjects standard ALF one-
bedroom unit is estimated to be $2600 per month

Two-Bedroom Unit ALF

The following rent adjustment grid illustrates the adjustments in comparison to

the subjects two-bedroom unit
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RENT ADJUSTMENT CHART

TWO BEDROOM UNIT

IL LL3 1t
SUBJECT Comp Comp Comp Comp Comp Comp Comp Comp Comp

Reagan Park Club Roland Brwnbrg Mead Pk Sq Manor Hearth at Prst Avon Sugar Grove Rolands Gid Ivy Trace Worth Hous

RENI $3200

NR5F 672

RENT/SQ.FT $4.76

$1965

700

$2.81

$2865

626

$4.58

$3730

836

$4.46

$2950

624

$4.73

$2842

600

$4.74

$3000

672

$4.46

$2195

650

$3.38

$215J

450

$4.78

$39X

860

$4.53

ADJUSTMENTS

Unit size 672

Utilities

Meals

Laundry

Housekeeping

Kitchenette

Bedroom

Bath

Microwave

Location Good

ConditionAppeal 2013/Good

$39

$90

$5

$98

$197

$105

$90

$143

$143

$366

$187

$187

$114

$148

$148

$171

$142

$142

$150

$37

$90

$5

$110

$220

$531

$90

$5

$108

$215

$426

$195

$390

IOTAL ADJUSTMENT $351 $481 $8 $410 $455 $150 $462 $949 $159

ECONOMIC RENT $2U $3738 $3360 $3297 $3150 $2657 $3099 $4059

Indicated Rate/Sq.Ft $3.31 $5.35 54.47 $5.38 $5.50 $4.69 $4.09 $6.89 $4.72

..
Concluded Rent for Subject Unit $3200
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The nine comparables reflect adjusted rent rates from $2316 to $4059 per month
whereas the subject pro forma estimates market rent for the subject as $3200 per
month Most weight is placed on the properties with two-bedroom units which
are Comparables to and Comparable Comparables to are all located in

Avon and have adjusted rent rates from $3297 to $3738 per month with the

emphasis at the low end of this range Comparable is Sugar Grove which is

very similar to the subject in design but is located in Plainfield The adjusted rent

rate of Comparable is $3150 per month Generally the pro forma rent rate for

the subject is supported and thus market rent for the subjects standard ALF
two-bedroom unit is estimated to be $3200 per month

Memory Care Studio Unit ALF Memory Care

The following rent adjustment table illustrates the adjustments in comparison to

the subjects memory care studio unit
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RENT ADJUSTMENT CHART

MEMORY CARE STUDIO UNIT

SUBJECT Comp Camp Comp Camp 44 Camp Camp Camp 47 Comp Comp

Reagan Park Club Roland Brwnbrg Mead Pk Sq Manor Hearth at Prst Avon Sugar Grove RoEands GId Ivy Trace Worth House

RENT $4200

NRSF 329

RENT/SQ.FJ $12 77

$1295

300

$432

$2325

370

$6.28

$2350

409

$5.75

$4450

250

$17.80

$2672

400

$6.68

$3995

329

$12.14

$1495

350

$4.27

$2150

450

$4.78

$2790

120

$8.72

ADJUSTMENTS

Unit size 329

Care Levd All

Ltilities

Meals

Laundry

Housekeeping

Kitchenette

Bedroom Studio

Bath

Microwave

Location Good

ConditionAppeal 2013/Gcxd

$63

$2000

$65

$130

$129

$2000

$5

$116

$116

$230

$2000

$5

$118

$118

$703

$223

$223

$237

$2000

$90

$5

$134

$134

$201

$45

$2000

$75

$150

$289

$2000

$90

$108

$215

$39

$2000

$5

$140

$279

TOTAL ADJUSI MENT $2258 $2098 $2001 $1149 $1936 $200 $2180 $1944 $2453

ECONOMIC RENT $3553 $4423 $4351 $5599 $4608 $4195 $3675 $4094 $5243

Indicated Rate/Sq.Ft $11.84 $11.95 $10.64 $22.40 $11.52 $12.75 $10.50 $9.10 $16.38

Concluded Rent for Subject Unit $4200
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After adjustments the rent rates for the nine comparables range from $3553 to

$5599 per month The pro forma rent rate for the subject for the studio ALF
memory care units is $4200 per month Only two of the nine comparable
properties Hearth at Frestwick and Sugar Grove have dedicated memory care

units like the subject An adjustment for care level was required to be applied for

the remaining seven comparables The adjusted rent rate of Hearth at Prestwick
is the high end of the overall range or $5599 per month However it is possible
that the size adjustment for this comparable is exaggerated by the high rent per
square foot figure While the comparables do indicate premiums for larger sized

units the high rent rate is more reflective of the high level of care Thus
secondary weight is placed on this comparable Comparable Sugar Grove is

virtually identical to the subject in design and level of care but is located in less

desirable location in Plainfield not as close to hospital After adjustments the

monthly rent at Sugar Grove is $4195 per month which is just $5 less per month
than the pro forma rent for the subject The other comparables generally support
this relationship Thus market rent of $4200 per month is estimated for the

subject studio ALE memory care units

Memory Care Studio Companion Unit

The following rent adjustment table illustrates the adjustments in comparison to

the subjects memory care studio companion unit
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RENT ADJUSTMENT CHART

MEMORY CARE COMPANION

SUBJECT Comp Cornp Comp Comp Comp 45 Comp Coinp Comp 48 Comp

Reagan Park Club Roland Brwnbrg Mead Pk Sq Manor Hearth at Prst Avon Sugar Grove Rolands GId Ivy Trace Worth House

RENT $3800

NRSF 260

RENT/SQ FT $14.62

$109s

230

$4.76

$2325

370

$6 28

$2350

409

$5 75

$4450

250

$17.81

$2672

400

$6.68

$3595

260

$1383

$1495

350

$4.27

$2150

450

$4 78

$2790

320

$8.72

ADJUSTMENTS

Unit size 260

Care Level All

Utilffios

Meals

Laundry

Housekeeping

Kitchenette

Bedroom Studio

Bath

Microwave

Condition Good

Location Appeal 2013/Good

$71

$2000

$55

$110

$345

$2000

$5

$116

$116

$428

$2000

$5

$118

$118

$89

$223

$223

$468

$2000

$90

$5

$134

$134

$180

$192

$2000

$75

$150

$454

$2000

$901

$108

$215

$262

$2000

$5

$140

$279

IOIAL ADJUSTMENT $2236 $1882 $1803 $535 $1705 $180 $2l33 $1779 $2152

ECONOMIC RENT $3331 $4207 $4153 $4985 $4377 $3775 .$3528 $3929 $4942

Indicated Rate/Sq.Ft $14.48 $11.37 $10.15 $19.94 $1094 $14.52 $10.08 $8.73 $15.44

Concluded Rent for Subject Unit $3800
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After adjustments the rent rates for the nine comparables range from $3331 to

$4985 per month The pro forma rent rate for the subjects memory care

companion ALF units is $3800 per month Again Comparable which has

dedicated memory care sets the high end of the range Comparable however
is most similar to the subject since this unit is the same size as the subject and
also is memory care companion suite The adjusted rent rate of Comparable
is $3775 per month which is just $25 per month less than the pro forma rent of

the subject Generally the other comparables support this conclusion

Therefore market rent for the subject studio companion ALE memory care units

is estimated to be $3800 per month

Proposed Rental Rates Garden Homes

The subject offers three GH unit styles The subject has one one-bedroom unit

styles and two two-bedroom unit styles These unit styles along with the

proposed rent levels provided by the developer are summarized in the

following table

GH Base Rental Rate Developers Proposed Rate

of Units Type Size NRSF Base Rent

1BR/1BA 742 $1300

2BR/1BA w/attached garage 1012 $1850

2BR/2BA w/attached garage 1211 $2050

Each unit will have full kitchen with cabinetry countertop double basin sink

with garbage disposal range/oven refrigerator and dishwasher All units have
full size washer and dryer The units also contain porch/patio and the

appropriate number of bedrooms and bathrooms The subject two-bedroom unit

styles have an attached garage The subject provides these services as part of its

basic rent

All utilities

Emergency call system

Scheduled transportation

Access to all amenities in ALF building

This is common array of services in the industry and all of the comparable
properties include these amenities
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Rental Adjustments Garden Homes

The rental rates of the comparables must be adjusted to arrive at an economic
rental rate for the subject units Adjustments to the comparables are made for

differences between the comparables and the subject The applicable

adjustments are discussed in the following paragraphs

Size

Size adjustments for garden homes are typically similar to that of apartments
which is rarely one-to-one relationship Based on market data no adjustment
is made for size differences of less than 25 square feet For over 25 square feet

half of the NRSF ratio is applied excluding the first 25 NRSF

Utilities

All
utility expenses except phone are included at the subject as they are at all of

the comparable properties Thus no adjustments for utilities are applied

Meals
Meals at the subject ALF are available to garden home residents but not included

in the monthly rent Of the four comparable properties only Club Roland Manor
has any meal service included in its monthly rent Monthly rent at Club Roland

Manor includes three meals per day The subject has proposed meal expense of

$8 per meal which equates to approximately $240 per meal per month

Brownsburg Meadows offers 30-meal voucher to their garden home residents

for $175 or $5.83 per meal The subject plans to offer fairly high level of food

service so rate at the high end of the range is appropriate Thus the meal

adjustment is based on $200 per meal per month This equates to downward
adjustment of $600 per month for Club Roland Manor

Additional Bedroom Additional Full Bath
After adjusting for size and attached garages the comparables were reviewed to

see if an additional bedrooms and full baths warranted rent premium
Brownsburg Meadows indicates bedroom adjustment of $0 per month while

Sugar Grove indicates bedroom adjustment of $194 per month The variance is

likely tied to design differences Thus equal weight is placed on both and
bedroom adjustment of $100 per month is applied where appropriate

For baths the same two comparables were reviewed Both Brownsburg
Meadows and Sugar Grove indicate that an additional bath equates to an

adjustment of $149 per month At first glance it appears surprising that this

figure is this high However many managers report that having an extra

bathroom is important to potential residents because it is easier to have

overnight visitors such as family members Given the uniformity of the data an

adjustment of $150 is made for an additional full bath

IHtLIQLQGN
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Washer/Dryer Units

The subject garden home units will all have full sized washer and dryer units
review of apartment communities around Indiana show monthly charge for

washers and dryers ranging from $20 to $48 per month with most between $30
and $40 per month Thus $35 upward adjustment is made to those

comparables that do not feature washers and dryers in the units

Microwave
The subject garden homes will not provide residents with microwaves in their

units microwave is convenience but relatively small expense Thus
nominal $5 per month adjustment is applied as an adjustment for microwave

Attached Garages
The subject two-bedroom garden home units will have attached garages while

the one-bedroom units will not This is typical among the comparables although
Club Roland Manor does not have garages review of garage charges at rental

developments in Hendricks County indicates an additional monthly charge
ranging from $50 to $100 with attached representing the high end of the range
Therefore an adjustment of $100 is applied for an attached garage

Condition ADDeal
Since the subject will be new upon completion its condition/appeal the subject is

superior to most of the comparable set The exception is Sugar Grove which is

similar design as the subject and is currently less than one year old Brownsburg
Meadows and Villages of Avon are both less than five years old Club Roland

Manor which was built in 1988 is the oldest property No adjustment for

condition and appeal is made to Sugar Grove and nominal percent upward
adjustment is made to Brownsburg Meadows and Villages of Avon 10

percent adjustment is made to Club Roland Manor for condition and appeal

Location

The subjects location near hospital is less important for garden home since

residents are typically in better health than ALF residents Garden home
residents typically have their own vehicle as well and thus the proximity of

hospital is less important Thus no adjustment for location is applied

lRZIIt3OLOGNA INC Real Eslit Couewkr and \ppi-.ns.n-s
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One-Bedroom Unit GH

The following rent adjustment grid illustrates the adjustments in comparison to

the subjects one-bedroom garden home unit

RENT ADJUSTMENT CHART

ONE BEDROOM GH

Pn

SUBJECT Camp Comp Comp Comp

Reagan Park Club Roland Brwn Meadows Villages of Avon Sugar Grove

RENT $1300 $1695 $1430 $2163 $1250

NRSF 742 6X 642 1000 742

RENT/SQ.FT $115 $2.83 $2.23 $2.16 $1.68

ADJUSTMENTS

Unit size 742 $166 $84 $252

Utilities

Meals $600

Bedroom $100

Bath $150

Washer/Dryer $35 $35

Microwave $5 $5

Garages $100

Location Gxxl

Condition/Appeal 2013/Good $170 $72 $108

IOTAL ADJUSTMENT $224 $156 $454

ECONOMIC RENT $1471 $1586 $1709 $1250

Indicated Rate/Sq.Ft $2.45 $2.47 $1.71 $1.68

Concluded Rent for Subject Unit $1350

The four comparables reflect range of adjusted rent rates from $1250 to $1709

per month The subject pro forma estimates market rent for the subject at $1300

per month As previously discussed the subject is virtually identical to

Comparable in size and design Comparable represents the low end of the

range at $1250 per month The other comparables all indicate higher monthly
rent than the pro forma rent rage Comparable is somewhat similar to the

subject and currently has of its 10 garden home units occupied According to

management 100 percent occupancy is common for these units Placing most

weight on Comparable tempered by Comparable market rent for the

subjects one-bedroom garden home units is estimated to be $1350 per month

Ir nd
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Two-Bedroom Unit GH

The following rent adjustment grid illustrates the adjustments in comparison to

the subjects two-bedroom garden home unit

RENT ADJUSTMENT CHART

TWO BEDROOM GH

SUBJECT Comp Comp Comp Comp

Reagan Park Club Roland Brwn Meadows Villages of Avon Sugar Grove

RENT $2050 $1695 $2125 $2472 $2050

NRSF 1211 600 1142 1200 1211

RENT/SQFl $1.69 $2.83 $1.86 $2.06 $1.69

ADJUSTMENTS

Unitsize 1211 $829 $41

Utilities

Meals $600

Bedroom $100

Bath $150

Washer/Dryer $35 $35

Microwave $5 $5

Garages $100

Location Good

Condition/Appeal 2013/Good $170 $106 $124

TOTAL ADJUSIMENT $789 $147 $164

ECONOMIC RENT $2484 $2272 $2636 $2050

Indicated Rate/Sq.Ft $4.14 $1.99 $2.20 $1.69

Concluded Rent for Subject Unit $2150

The four comparables reflect adjusted rent rates from $2050 to $2636 per month

The subject pro forma estimates market rent for the subject at $20500 per month

The subject is most similar in style size and age to Comparable but is also

somewhat similar to Comparables and The rent for Comparable is the same as

the pro forma rent rate Comparable has an adjusted rent rate of $2272 per month
and Comparable reflects the high end of the range As with the one-bedroom

units most weight is placed on Comparable tempered slightly by Comparables
and Thus market rent rate of $2150 per month is estimated for the subjects

two-bedroom two-bath garden home units

The subject has one additional two-bedroom unit styles This unit is slightly smaller

than the two-bedroom two-bath unit and it has just one bath All other features arc

similarto the standard unit The standard unit economic rental conclusion of $2150
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per month is adjusted to arrive at an economic rent indicator for this additional unit

The following table illustrates this process

SIAN VAKU Nit PKICIN

Base Unit TWO BEDROOM GH
Base Rent $2150

Sizesf 1211

Base Price SF $1.78

PRICING TO OTHER UNITS

Unit Size 1012

Size Difference SF -199

Size Adjustment -$155

Room Adjustment

Bath Adjustment -$150

Other

Total Adjustment -$305

Plus Base Unit Price $2150

Adjusted Unit Price $1845

Rounded to $1850

This is also the developers pro forma rent so $1850 per month is concluded to be

market rent for the subjects two-bedroom one-bath units

Unit Mix

The subject assisted living and garden home components will have mix of studio

one- and two-bedroom units The following tables summarize the unit mix at the

subject and the
availability

of each unit type at the competitive properties

AEF Market Unit Mix

Dedicated

Studio 1BR 2BR Memory Care

55555t55 en nseenuw mnuuene.s

Subject 16 units 20 units 12 units 30 units

seseeea etn n1nsen
Club Roland Manor

Brownsburg Meadows

Park Square Manor

Hearth at Prestwick

Avon Health Rehab

Sugar Grove

Rolands Golden Memories

Ivy Trace

Worthington House

Source Survey by Terzo Bologna Inc September 2011
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The subject assisted living component will have 16 studio units or 20.5 percent
of all ALF units including memory care Seven of the nine ALF competitors
offer this unit type The subject will also have 20 one-bedroom units or 25.6

percent of all ALF units All of the competitors have one-bedroom units The

subjects 12 two-bedroom units comprise 15.4 percent of the total ALF units and

five of the nine competitors offer this type of unit The subject is proposed to

have 30 dedicated memory care units 20 of which are private studios and 10 of

which are companion suites Only two of the competing properties have

dedicated memory care ALF units Some of the competitors also have skilled

nursing facilities that offer memory care such as Brownsburg Meadows and

Avon Health Rehabilitation Hearth at Prestwick which does have ALF

memory care also has relatively high occupancy rate This is an indication that

memory care may be underserved in the market

Overall the subjects ALF component unit mix appears to be in line with market

expectations

The subject will have mix of one- and two-bedroom garden home units The

following tables summarize the unit mix at the subject and the availability of

each unit type at the competitive properties

ILF Market Unit Mix

Studio 113R 2BR
R5

Subject units units 12 units

Club Roland Manor

Brownsburg Meadows

Villages of Avon

Sugar Grove

The subject has similar mix as Brownsburg Meadows and Sugar Grove Club

Roland Manor is the only property that has studio units and Villages of Avon
has two-bedroom units only Overall the subjects garden home unit mix

appears to be in line with market expectations

SrBOLOGNA iNC Itit unIor nd
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Market Vacancy Analysis

tedLivin
Occupancy in the subjects market area prcsently shows 803 percent lowever
this includes Sugar Grove in Plainfield which has been open less than one year
and is not yet stabilized Excluding Sugar Grove from the comparables results in

market occupancy level of 859 percent The following table summarizes the

current pos hon of the subjects competitors in the market area

Marka Penerhon of ompefmva Market rnt

Jra burg Maunor 5rn urg Mr 0/ 12s

Sauar Manor Aao 90

iiiiiRaiireitnaii 21n 247 26

-4 92

6ugar ma Fla ohald

ria1d Idni Mar Id 909 99

1y trarr Pai 1k 57 Ii zr 730

zzaligtanoCT 29

547 447 1000 803 100

Even excluding the not yet stabilized Sugar Grove1 the overall market appears to

be average with overall occupancy of 859 percent However the newest

properties are generally performing strongest Brownshurg Meadows which

was built in 2006 and 2007 is part of larger CCRC Although its ALF is

somewhat small at just
fi units all of these units are occupied with waiting list

Hearth at Prestu ick was built in 2003 and is one of only two properties currently

in the market that offers dedicated ALE memory care This is the largest

property in the market and it also has the second highest occupancy level at

almost 95 percent Avon Health and Rehabilitation as built in 2008 and has

current occupancy of 923 percent Sugar Grove has been absorbing at

approximately units per month which is relatively strong and an indication

that it will stabilize above the market average Park Square Manor which is also

in Avon is the only relatively new property that has relatively low occupancy
level 77o percent

Aside from Park Square Manor the two other weakest performing properties are

Ivy Trace in Danville and Worthington louse in Camby Ivy race is an older

property that was converted from skilled nursing to assisted living in 2004 It is

located in Danville hich has seen much slower growth than Brownshurg
Avon and Plan ifield It also is smaller community 15 units and it amenities

are not on par with competitors in the market Its appeal is likely strongest for

Danville residents that do not want to leave the immediate area

Worthington House is located in Camby which is the far southeast corner of

Hendricks County near its borders with Marion and Morgan Counties

Although in Hendricks County this area is least reflective of the subjects Avon



Reagan Park

Poposed ssted ng Cardn Home Common
13

NWQ of Ronald Reagan Pkwy and CR 100

Axon Inthana

COMPETITIVE SUPPLY CHARACTERISTICS Page 86

market In comparing monthly rent to the subject and other comparable

properties Worthington House is also one of the most expensivi facilities Thus
the performancc of Worthington House has minimal weight on the subject

market

As previously discussed current market occupanc excluding Sugar Grove is

859 percent The rapid absorption of Sugar Grove to date indicates that demand

stiil exists for assisted living in the market but the age and amenities available

have an affect on the occupancy of the properties in the market Thus more

weight is placed on the performance of the newer properties in the market

hus market occupancy for assisted living prior to consideration of new supply
in the pipeline is estimated to hi 87 to 92 percent

Garden Home
Occupancy for the four garden home comparables averages 75 percent

However this includes Sugar Grove which is not yet stabilized Excluding

Sugar Grove occupancy for the other three GH comparables is 875 percent fhis

reflects just 32 total units The following table summarizes the current position

of the subjects comparables

Ic mp tH

IaniM Brow thu 12 31 11

Broa uOO 17 it Itt 00

P5 900 UtI

rG Id 2110 11 867 89

IM 00 5.0 1000

tm

stated the market occupancy excluding Sugar Grove iS 875 percent But the

performance of the Sugar Grove garden homes in its first 10 months open

perhaps is even more convincing indicator of the strength of this market Prior

to opening the subject market had total of 32 senior garden home units Since

opening in November 2010 Sugar Grove has absorbed an additional 32 units of

its 48 total without significantly affecting the other three properties negatively
This indicates strong market for senior garden homes Thus market occupancy
for garden homes is estimated to be 88 to 93 percent
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New Supply

The planning and zoning departments of local municipalities were surveyed

concerning potential new senior housing developments within the subject market

area This includes the Town of Brownsburg Town of Avon Town of Plainfield

and Town of Danville In addition to the subject one other market rate senior

development is currently in the planning stages According to Al Salzman with the

Town of Avon Planning and Zoning Department senior ALF and independent

living units are current being planned for construction within the southeast

quadrant of Ronald Reagan Parkway and East County Road 100 North This project

has
tentatively

been named Reagan Crossing This is across the street from IU West

Hospital and
just east of the subject The development plan also calls for 96

independent living units Mr Salzman stated that the number of ALF units is still

unknown but that the developer plans to construct two or three story building

with approximately 80000 square feet Given the projected square footage of this

improvement and typical units to gross square footage ratios the number of ALF
units at this property is estimated to be 90 units Mr Salzman also stated that the

zoning and platting for the site are near complete However other data indicates

that the landowner of this site has not yet found developer and/or operator for

this planned development At this point the development and potential timeline are

considered speculative

As part of the larger Reagan Park development senior apartments are currently

being construction immediately east of the subject site However these units are all

going to be subsidized based on income The subject units are all market rate and

thus these senior apartments are not seen as primary competition to the subject

Conclusions

The subject assisted living facility
has mix of units that is supported by the market

Sufficient data was found in the market supporting the appraisers estimate of

pricing for these units Current demand for ALF is mixed with generally the newest

properties reporting the highest occupancy levels The largest ALF property that

also is one of the strongest performing properties Hearth at Prestwick is located in

Avon This property is also one of two ALF properties in the market that offers

dedicated ALF memory care In addition to the subject which plans to add 78 ALF

units one other project Reagan Crossing is currently known to be in the planning

stages However this project and its timing is considered speculative at this point

Garden home properties in the subject market are relatively new type of

development Club Roland Manor in Brownsburg constructed 12 chalet units as

part of their overall ALF in 1986 However the more common garden home unit

was not introduced into the market unit 2006 with the opening of Brownsburg
Meadows 10 units Villages of Avon added 10 garden home units in 2008 and

Sugar Grove added 48 garden home units in late 2010 Occupancy levels for these

units have been strong although Sugar Grove is not yet stabilized The absorption

rate of Sugar Grove has been strong which in turn is generally supportive of new

garden home development
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DEMAND ESTIMATE ANALYSIS

he population estimate in the market area 201 is 14458 persons Of these

15301 persons or 10.7 percent of the total are in the 65age cohort Persons of

age 75 are numbered at 524 or 4.5 percent of the total Persons in the age
cohort of 85 number 1883 or percent of the total

he population characteristics for the years 2010 through 2015 show increascs

from .69 to 7.13 percent annualil in all elderly age cohorts The total population
is projected to increase at 2.07 percent annually In short the projections show
that the senior age cohorts are forecast to increase generally at rates above the

total population overall

The table which follows sets forth comparison of the annual population

change in elderly cohorts for the 65 years of age or older

NI \RKFT AREA POPULATION HARACTERIS1 IL 2OO 2815

All Age Cohorte 34 1P 43498 IOU 98 311 4599 1039 37

Senior Age Cohorts

6574 55 G28 o4 .13

7584 3224 4.9t 46 T24 1.3 30

85 98 83 23s2

Scene 51k lo Susns On no

Ihe next table sets forth the same comparison but br the responsible party cohort
which is defined as ages 45 to 64

MARKE AREA POPE LAI ON CHARACIERISIILS 201 2015

Slnn etI ToD0ooeen

As is characteristic of the nation as whole the senior population in the market

area is gross ing at faster rate than the overall population In 2010 for example
the percentage of persons 65 years of age or older is 10.7 percent of the total

population Ihe forecast for 2015 shows an increase in this same cohort to 12.1

percent of the total population This is projected 25.3 percent increase from

2010 to 2015 compared with projected total population increase of 10.4 percent
decline is projected for the 45 to 54 age cohort but this is offset hut

significant increase projected for the 55 to 64 age cohort Overall the responsible

party age cohort is projected to increase by percent between 2010 and 2015
which is below the overall population projected increase of 10.4 percent over the

same time period
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Assisted Living Demand

Based on surveys conducted by Terzo Bologna in September 2011 447 units of

assisted living were occupied out of supply of 557 units in the subject market area

However this number is slightly skewed since Sugar Grove which represents 116 of

these total units has been open since just November 2010 and is not yet

stabilized Currently 68 of its 116 units are occupied All of the comparable

properties in the market responded to occupancy inquires

The following table reviews current demand as percentage of different population

groups The relationship of the current demand to each population group is then

applied to growth for those population groups between 2010 and 2015 The result is

quantified demand increase projections

ALF DEMAND INCREASE PROJECTIONS MARKET AREA POPULATION GROUPS

ALF

2010 Demand Demand 2015 Increase Demand Increase

Population Units Population Population 10-15 Projedions Units

verall Population 143458 447 0.31% 158.311 14853 46.3

Age65- 15301 447 2.92% 19168 3867 113.0

Age 75 6524 447 6.85% 7263 739 50.6

Age 85 1883 447 23.74% 2042 159 37.7

Age45-64 40107 447 1.11% 43170 3063 34.1

Source Sifr To Do Business

The demand increase projections shown in this table are not cumulative but

individual relationships to the respective population groups For example the

demand increase projection indicated by the Age 75 group is lower than the Age
65 group due to much lower level of projected growth for the Age 75 to 84 age
cohort through 2015 The highest levels of growth are projected for the Age 65 to 74

age cohort which is why they reflect the highest increases of demand for new units

in the market

Depending on the age group reviewed demand for ALF units in the market area is

projected to increase by 34 to 113 units between 2010 and 2015 These figures

however may be artificially low As discussed Sugar Grove is included in these

calculations despite the fact that it is not stabilized In ten months Sugar Grove has

filled 68 ALF units The surveyed properties indicated that their current occupancy
levels are generally typical of the property on average This indicates that the

addition of new property in the market has not negatively impacted competition
or at least not significantly impacted As Sugar Grove continues towards

stabilization occupancy at other competing properties is not projected to suffer

significantly indicating that the ALP demand figure of 447 units is low For this

reason the high end of this range is stressed ALF demand is projected to increase

between 2010 and 2015 by 110 units or 22 units per year

Next household income analysis is presented to estimate the income-qualified
demand for senior rental units in the subjects market area The analysis is

presented on the following pages
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TERZO BOLOGNA INC
DEMOGRAPI-IIC ANALYSIS

Reagan Park

Avon Indiana

HISTORIC AND PROJECIED POPULAlION AND HOUSEHOLDS

2001 2010 2115

CENSUS ESTIMATE ESlIMATE

Population 10138 15301 19168

Households HH 6177 9467 11869

Household Size 1.64 1.62 1.61

HH site is average excluding population in institutions or group quarters

GROWIH ANALYSIS

Annual Total Period Annual Total Period

Period Beginning 2001 2000 2111 2010

Period Ending 2010 2010 2015 2015

Population 4.20% 50.93% 4.61% 25.27%

Households HH 4.36% 53.26% 4.63% 25.37%

total Growth HH 329 3290 480 2412

ANALYSIS OF HOUSEHOLDS BY ANNUAl INCOME

2000 2010 2015

to $14999 25.4% 15.3% 11.1%

$15000 to $24999 19.8% 14.1% 10.2%

$25000 to $34999 16.6% 11.7% 5.3%

$35000 to $49999 17.1% 16.2% 12.2%

$50000 to $74999 13.4% 19.4% 22.9%

$75000 to $99999 3.6% 6.6% 8.3%

$100000 to $149999 2.9% 10.3% 16.6%

$150000 and over 1.1% 6.4% 11.2%

TOTAL

urce Site Ti Do Ruisiness Online STDEtOnline
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TERZO BOLOGNA INC
DEMOGRAPHIC ANALYSIS

Avon Indiana

SUBJECI-RELAlED DATA

Minimum Base Rental Rate $2 11

Maximum Base Rental Rate $42X

Percentage of Income to Housing Payment 75.0%

Income Needed to Qualify 53361 to $67200

NUMBER OF INCOME-QUALIFIED HOUSEHOLDS

2010

Lowest-Priced Unit 60.5% 9467 5728 Income-qualified HH
Highest-Priced Unit 29.4% 9467 2783 Income-qualified HU

Given the anticipated change in households and assuming income and pricing are subject

to the same inflationary pressures projections for future qualified households are as follows

2015

Lowest-Priced Unit 60.5% 11869 7181 Income-qualified HI-I

Highest-Priced Unit 29.4% 11869 3489 Income-qualified HH

Assuming stabilized
vacancy levels would be 10.0% then income-qualified

demand can be estimated to be between

3092 and 6364 for 2010

By 2015 this should change to range
between

3877 and 7979

This translates into potential demand change in this price range between

785 and 1615

units over the year term or an annual demand of between

157 and 323 housing units

The number of rental units in relation to total housing stock is estimated to be 14.6%

Iherefore income-qualified potential demand for rental units is anticipated to be between

115 and 236

units over the
year term or an annual demand of between

23 and 47 rental units

1N ka FtiLc .ciu.Ior and Aprau.tr
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The stabilized vacancy rate of 10 percent is based on the previous analysis of the

current supply of ALP units in the market area It does not consider the pipeline
of new supply Based on data from the Site To Do Business households who
rent over the age of 65 comprise 14.6 percent of all age-65 households The

analysis indicates an increase in rental demand of 23 to 47 units per year However
this includes all rental units including apartments rented condominiums ALFs
ILFs garden homes and skilled nursing facilities ALFs comprise approximately
49.3 percent of the current rental market thus indicating that the annual demand for

properties like the subject is closer to 12 to 24 units per year

review of population particularly the 65 age cohort to current demand for ALF
units indicates an annual projected demand increase of 22 units per year or 110

units over the next five years This is within the range of that projected when

considering annual income and household growth in the market In addition it is

more typical for seniors to expend some of their net worth when paying for ALF
care For example most ALF residents have sold their house resulting in equity
cash For this reason the high end of the range is further supported

One other factor to consider is that the current ALF demand figure of 447 units is

skewed since it includes one property that is not yet stabilized Sugar Grove has

been open less than 10 months and is currently 58.6 percent occupied However the

absorption rate of this property is very strong 6.8 units per month which indicates

that this property will likely stabilize at or above market levels In discussing

occupancy with the other eight stabilized properties in the market all reported that

their current occupancy was generally in line with recent averages Thus the

addition of Sugar Grove into the market does not appear to have had significant

negative affect on market occupancy This is an indicator of pent up demand in the

market

Prior to Sugar Grove the two newest properties in the market were Brownsburg
Meadows 2006 and Avon Health Rehabilitation 2008 Given the

significant

population increases in the market for overall population and the responsible party

age cohort it is reasonable to conservatively assume demand increase for ALP
units in the market of 20 to 25 per year According to past survey of Hearth of

Prestwick it was stabilized by October 2005 Thus ALF demand increased by
approximately 20 to 25 units per year from 2006 to 2011 This equates to demand for

120 to 150 units Brownsburg Meadows Avon Health Rehabilitation and Sugar
Grove account for 153 units Considering market-stabilized occupancy of 90

percent this equates to 138 units of additional demand Thus it
appears

that

demand in the market is sufficient for stabilization and new demand would likely

be captured by new properties entering the market

Given current occupancy levels the addition of 22 units of demand per year or

110 units over the next five years is supportive of new development However
one additional ALF development is currently in the planning stages of

development This property will have approximately 90 ALF units but the

project is considered speculative at this time
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Other demand factors may be present in the market that are not factored into the

growth tied to population and household increases These are reviewed as

follows

Medicaid Waiver

When completed the subject will be accepting some residents into studio Units

that are part of the Medicaid Waiver Program for the state of Indiana This

program was started as an alternative to long-term institutional care such as
skilled nursing homes Previous to this program Medicaid would only pay for

care in such facilities With the Medicaid Waiver Program however qualified

people can receive Medicaid assistance with Home and Community-Based
Services HCBS as long as the expense does not exceed the institutional expense
Assisted living facilities can qualify for the Medicaid Waiver program People
who qualify for this program are likely not factored into the current demand
estimates since these people cannot afford to pay for assisted living out of

pocket

The Medicaid Waiver Program is issued by the state and is funded annually
Currently the state has the authority to offer approximately 11000 waivers but

just shy of 9000 waivers are actually funded In addition the state has wait list

of approximately 5700 people for the program These totals represent all age
groups not just the 65-age cohort According to Susan Waschevski Assistant

Director of the Division of Aging for the State of Indiana 47 percent of the people
served through this waiver program are age 65 or older which equates to

approximately 4230 people Ms Waschevski stated that the number of Medicaid
Waiver recipients using it for assisted living care is not tracked However she
said that in 2009 the number was just over 700 people She estimates that 10

percent or less of the total people on the Medicaid Waiver program currently use
it for assisted living care This indicates that the number of people statewide in

the 65-age cohort who use the Medicaid Waiver for assisted living is 900 people
or less

The subject plans to make eight of its studio ALF units available to residents that

receive the Medicaid waiver program This represents just 10.2 percent of the

total number of ALF units planned for the subject However only one other

property Sugar Grove currently accepts Medicaid waivers for their ALF
review of other properties in the Indianapolis MSA indicates that occupancy for

Medicaid waiver ALF units is relatively strong Thus it is likely that these eight
units will be occupied and that potential residents are likely not included in

current demand indicators due to their inability to pay for ALP care

I\ ii
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Memory Care

The subject market area currently has two dedicated licensed assisted living

memory care units These two properties are Hearth at Prestwick in Avon and

Sugar Grove in Plainfield Hearth at Prestwick is the largest ALF in the market

area 132 units is relatively new built 2003 and has one of the strongest

occupancy levels in the market 94.7% Sugar Grove is the newest property
built 2010 and the second largest property 116 units in the market Because
this property is so new it is not yet stabilized However in its 10 months of

being open it currently has 68 units occupied which equates to an occupancy
level of 58.6 percent Although it is difficult to project exactly how this property
will perform when stabilized an absorption rate of 6.8 units per month is very
strong This relatively quick absorption rate is an indicator that the property will

perform above the market average Thus the market indicates that have
dedicated memory care in assisted living facilities is desirable attribute for

potential residents or for responsible parties Since the subject will have

dedicated ALF memory care this represents an advantage for the subject over
most of its competition in the market

Step-Up Demand
In general the properties in the market that have the highest occupancy rates are
the newest properties in the market with market standard amenities The subject
will be the newest property in the market when completed or at least one of the

two newest properties depending on the completion date of the unnamed

competing property planned near the subject The amenities and services

including dedicated ALF memory care are consistent with the strongest

performing properties such as Hearth at Prestwick and Avon Health
Rehabilitation It is

likely that older properties properties with less amenities
and properties in less desirable locations lose residents to the newer properties
It is expected that the subject will benefit from step-up demand and likely

perform better than the market average This will also help in the absorption rate

for the subject

Conclusions
The subject plans to construct an assisted living facility with 48 standard ALF
units and 30 units of dedicated ALF memory care within

separate wing One
other ALF property is known to be in the planning stages and it will be located

less than one-quarter mile from the subject The exact unit count is not yet
known but based on its size it is estimated that this property will add 90 ALF
units into the market However it is not clear when or if this other property will

be developed

Based on current demand and projected population growth it has been
estimated that ALF demand will increase by 22 units per year for the next five

years Considering locational segmentation in the market as well as the

possibility of additional new supply it is estimated that the subject will capture
75 percent of the new demand In addition the subject should absorb more than
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just the units tied to increases in population due to its planned acceptance of

Medicaid waivers step-up demand and availability of memory care It is

estimated that the subject will absorb an additional 10 units per year due to these

factors When the subject opens in Spring 2013 it will have 44 units of unmet
demand from 2012 and 2013 If the subject captures half of this demand this

equates to 22 units The additional 10 units of capture tied to additional factors

indicate that the subject will have 43 units occupied at the end of its first year of

operation Assuming the subject continues to capture 75 percent of the 22 units
of new annual demand or 16 units as well as the additional 10 tied to Medicaid
waivers step-up demand and availability of memory care the resulting

absorption schedule is as follows

Year 43 units occupied 55.1% occupied
Year 69 units occupied 88.5% occupied

Stabilized occupancy is estimated to be 70 units so the subject ALF should lease

the extra unit and thus be stabilized after the first month of Year of operation
or 25 months from open April 2014

It is difficult to quantify factors such as step-up demand so the estimate of 10

additional units absorbed outside of the increased demand for units tied to

population growth is speculative Thus the estimated absorption rate is

compared to other ALE properties The absorption schedule estimated for the

subject is equal to 2.8 units per month The following table summarizes the

absorption rate of several ALF facilities around the state of Indiana

-730
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ALF Historical Absorption Summary

Average Unit

Total Months to Absorption per

Property Units Absorb1 Month

North Wxds Commons Kokomo IN 92 23 3.6

Roscgate Commons Indianapolis IN 82 33 2.2

Rosewalk Commons
Lafayette IN 87 11.1

Rosewalk at Luthcrwoods Indianapolis IN 100 40 2.3

Greentree at West Lafayette West Lafayette IN 59 12 4.4

Hearth at Windermere Fishers IN 126 33 3.4

Autumn Glen Greencastle IN 52 48 1.0

Greentree at Post Road Indianapolis IN 58 21 2.5

Green tree at Fort Harrison Indianapolis IN 58 26 2.0

Park Square Manor- Avon IN2 25 12 1.9

Riverwalk Commons ALF Noblesville IN 97 10.9

Meadowlakes of Mooresville Mooresville IN 38 12 2.8

Coventry Meadows Fort Wayne IN 82 11 6.7

sas
Average 4.2

UI Uased on occupancy of 90 percent

25 unit addition to existing 51 unit facility constructed in 1999

The rate of absorption for these 13 ALF properties ranges from 1.0 to 11.1 units

per month with an average of 4.2 units per month The average is more than
double what is projected for the subject however the market specifics of these

other properties could vary significantly from the subjects market In addition
Sugar Grove which is the newest property in the subject market and is very
similar to the subject in design and amenities has absorbed over its first ten

months at rate of 6.8 units per month It should be noted that Sugar Grove is

not yet stabilized and initial absorption rates can be higher on average over the

initial months open due to pre-leasing activity Nonetheless the subject

absorption estimate appears to be reasonable and supported

Garden Home Demand

The subject market has four properties that offer senior garden home units
These four properties have total of 80 units 60 of which are currently occupied
75.0 percent However 48 of these units are part of Sugar Grove in Plainfield
which opened in November 2010 and is not yet stabilized

The following table reviews current demand as percentage of different

population groups The relationship of the current demand to each population
group is then applied to growth for those population groups between 2010 and
2015 The result is quantified demand increase projections
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GH DEMAND INCREASE PROJECTIONS MARKET AREA POPULATION GROUPS

GH
2010 Demand Demand 2015 Increase Demand Increase

Population Units Population Population 10-15 Projections Units

verall
Population 14345 61 0.04% 158311 14853 6.2

Age 65 15301 60 0.39% 19168 3867 15.2

Ago 75 6.524 60 0.92% 7263 739 6.8

Age 85 1883 60 3.19% 2042 159 5.1

Age 45-64 40107 60 0.15% 43170 3063

Depending on the age group reviewed demand for GH units in the market area
is projected to increase by to 15 units between 2010 and 2015 The age groups
with the most growth and thus the most anticipated increase in demand are the
senior age cohorts While the subject will allow any residents over the age of 62
the comparables indicate that the average garden home resident is more likely
within the 75-age cohort That said some garden home residents are within the
65- to 74-age cohort Considering this data the garden home demand is

projected to increase between 2010 and 2015 by total of 15 units or per year

Next household income analysis is presented to estimate the income-qualified
demand for senior rental units in the subjects market area The analysis is

presented on the following pages

INC
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TERZO BOLOGNA INC
DEMOGRAPHIC ANALYSIS

Reagan Park

Avon IN

HISTORIC AND PROJECFED POPULATION AND HOUSEHOLDS

2000 2010 2015

CENSUS ESTIMAIE ESTIMATE

Population 10138 15301 19168
Households HH 6177 9467 11869
Household Size 1.64 1.62 1.61

10 sin is average excluding population in insbtutions or group quarten

GROWTH ANALYSIS

Annual Total Period Annual Total Period

Period
Beginning 2000 2000 2010 2010

Period Ending 2010 2010 2015 2015

Population 4.20% 50.93% 4.61% 25.27%

Households HH 4.36% 53.26% 4.63% 25.37%

Total Growth HH 329 3290 480 2402

ANALYSES OF IOUSEHOLDS BY ANNUAL INCOME

2000 2010 2115

to $14999 25.4% 15.3% 11.1%

$15000 to $24999 19.8% 14.1% 10.2%

$25000 to $34999 16.6% 11.7% 8.5%

$35X0 to $49999 17.1% 16.2% 12.2%

$511000 to $74999 13.4% 19.4% 22.9%

$75000 to $99999 3.6% 6.6% 8.3%

$100000 to $149999 2.9% 10.3% 16.6%

$150000 and over 1.1% 6.4% 10.2%

lOlAE

Source Site to Do Business Inline SliInline
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TERZO BOLOGNA INC
DEMOGRAPHIC ANALYSIS

Avon IN

SUBJECI-RELATED DMA

Minimum Base Rental Rate $1350

Maximum Base Rental Rate $2150

Percentage of income to Housing Payment 60J%
income Needed to Qualify $27000 to $43000

NUMBER OF iNCOME-QUA LIFTED HOUSEHOLDS

2011

Lowest-Priced Unit 68.3% 9467 6466 Income-qualified HH
Highest-Priced Unit 50.3% 9467 4762 Income-qualified HH

Given the anticipated change in households and assuming income and pricing are subject

to the same inflationary pressures projections for future qualified households are as follows

2015

Lowest-Priced Unit 68.3% 11869 8107 Income-qualified HI-I

Highest-Priced Unit 50.3% 11869 5970 Income-qualified I-Il-I

Assuming stabilized
vacancy

levels would be 10.0% then income-qualified

demand can be estimated to be between

5291 and 7184 for 2010

By 20 IS this should change to range between

6633 and 9008

translates into potential demand change in this price range between

1342 and 1824

units over the
year term or an annual demand of between

268 and 365 housing units

The number of rental units in relation to total housing stock is estimated to be 14.6%
Therefore income-qualified potential demand for rental units is anticipated to be between

1% and 266

units over the
year term or an annual demand of between

39 and 53 rental units
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The stabilized vacancy rate of 10 percent is based on the previous analysis of the

current supply of garden home units in the market area It does not consider the

pipeline of new supply Based on data from the Site To Do Business households
who rent over the age of 65 comprise 14.6 percent of all age-65 households The

analysis indicates an increase in rental demand of 39 to 53 units per year However
this includes all rental units including apartments rented condominiums ALFs
ILFs garden homes and skilled nursing facilities Garden homes comprise
approximately 6.6 percent of the current rental market thus indicating that the

annual demand for properties like the subject is closer to units per year This

estimate does not include pent-up demand that may exist in the market area

When property type is relatively new in market reviewing the current

demand may not accurately estimate demand In this case that is furthered by
the fact that the largest garden home development in the market is not yet stable
For the subject market Club Roland Manor first offered chalets in 1986
However the most similar unit types to the subjects proposed garden homes are
at the other three properties The oldest are the garden homes at Brownsburg
Meadows which were completed in 2007 followed by Villages of Avon in 2008
In both cases just 10 garden home units were constructed and in both cases they
absorbed fairly quickly Sugar Grove was completed in 2010 and added 48

garden home units into the market This represented garden home increase of

150 percent for the market Despite this high number Sugar Grove has filled 32
of these 48 units in less than year and the addition of these units has not

negatively impacted the other properties This is sign of pent up demand in the

market

Currently Avon has only one property that offers senior garden home living
This property is Villages of Avon and it has 10 units for rent According to

management to 10 of the units are typically occupied and this has not changed
since the addition of Sugar Grove The subject will offer similar product as

Villages of Avon although the subject will also offer more rental options with
one-bedroom units in addition to two-bedroom units The subject is also in

better location near hospital and closer to many of the retail and commercial

developments No new garden home or market rate senior housing is planned
or under construction in the market All of these factors indicate strong market
for the subject garden homes

iuvc
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The following table reviews the absorption rate of five other garden home
properties in Indiana

Average Unit

Total Months to Absorption per

Property Units Absorb1 Month

Rosewalk on Main Carmel EN 92 28 3.0

Covington Commons Fort Wayne IN 48 33 1.3

iJorth Woods Commons Kokomo IN 17 15

Coventry Commons Fort Wayne IN 36 54 0.6

Meadowlakes of Mooresville Mooresville IN 38 12 2.9

Average 1.7

Based on occnpanry of 90
poree..t

The five properties indicate range of absorption times from 0.6 to 3.0 units per
month with an average of 1.7 units per month In addition Sugar Grove is

currently absorbing at rate of 3.2 units per month although that rate may be
skewed since it is not fully stabilized and the initial absorption includes pre
leasing activity

Another factor to consider in the projected absorption of the subject garden
homes is the current economic climate Most of the five properties reviewed in

the table opened prior to the economic downturn In these strong economic
times it was easier to sell house and usually at relatively strong price Since

the economic downturn housing prices have generally dropped and marketing
periods have been extended Many seniors that would consider moving to

senior garden home like the subject would likely need to sell their existing home
prior to moving Unlike ALF care senior garden home Living is tied more to

preference than need For this reason an absorption rate below the average is

anticipated

Given the apparent demand in the market the relatively low number of

competitive units in Avon and current economic condition an absorption rate of

0.8 units per month is estimated for the subject This equates to just fewer than
10 units absorbed per year While this figure is higher than the demand for new
units estimated based on current demand and population increases it is much
lower than the rates currently being achieved by Sugar Grove in the same
market This equates to the following absorption pattern

rJ /\
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GH ABSORPTION SCHEDLLF

\Iont 56

Monfr iLl

Nlonth4 lb7

\Iorft5 222

Month 22

Month 278

Month 3i3

Month 339

Month 10 444

Month 11

\lonthl2 500
Month 13 10

Month 14 11 oIl

Month 15 12 667
Month lb 12

\lonthl7 13 722

Month 18 778

Month 15 83
Montn20 16

\lorth2i 16 889
Month 22 944

With an absorption schedule of 118 units per month the subject is estimated to

stabiliied by Month 22 of operatn

Demand Conclusions

The demand estimates presented generally indicate support for construction of

the sublect facility Assisted living occupancy is average for the overall market
hut highest for newer properties that otfer variety of types of care The subject

plans to have dedicated memorcare in its ALF is hich ii ould make it only the

third property in the market to offer this service The demand indicators are also

good for senior independent living The subject will be just the second property
offering senior garden home living in Avon For both property types the

subjects location near the IU Health West Hospital is benefit as well

or the ALF demand will come from population groi th in the market pentup
demand and step-up demand The strongest performing properties in the

subject market are generally the newest properties with amenihes and services

similar to what the subject ii ill offer Projected population growth for senior age
cohort as well as the responsible party age cohort is also fueling increases in

demand Despite the fact that one other ALF property is currentl being planned
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near the subject and the JU Health West Hospital projected demand supports
development

For the subject garden homes demand indicators are even stronger than those

for the ALF Occupancy for the existing and stabilized garden home properties
is almost 90 percent In addition Sugar Grove which was opened in November

2010 has been absorbing at strong rate The addition of Sugar Groves 48

garden home units was 150 percent increase from the previous supply in the

subject market Over the first 10 months 32 units have been absorbed with no
noted negative affect on the existing communities with garden homes This is

good indication of pent up demand in the market One other senior independent
living property is being planned Reagan Crossing but whether the project

occurs is speculative at this time as is the timing of such development Thus
demand for senior garden homes is considered strong

Based on the positive demand indicators the subject is anticipated to be well

received in the market and capture their fair share of existing and new demand
in the market resulting in stabilized occupancy of 88 to 93 percent for both the

ALF and garden home units
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MARKET ANALYSIS CONCLUSIONS

The subject is located in growing market area It is characterized by mixed-use

development induding residential medical retaiL and commercial development
The area has good access to shopping religious services recreation

employment and medical facilities The subjects specific location within the

market area in Avon is particularly strong given its proximity to IU Health West

Hospital and Ronald Reagan Parkway

The subject will be new independent living garden homes and assisted living

facility containing total of 96 units Within the market area majority of the

newest ALF competitors with similar variety of amenities and services as the

proposed subject are operating at high occupancy level indicating good
demand for the subjects mix and services Continued significant population
growth particularly seniors is projected for the subject market which should
drive an increase in demand Based on the subjects unit mix available services
and amenities the subject is generally in-line with the developments that are

performing strongest in the market

Indicators of strong pent-up demand for senior independent-living garden
homes are seen in the market The three stabilized properties with garden home
or garden home-type living options are performing well and the addition of

substantially more garden homes at Sugar Grove in Plainfield has not negatively

impacted these properties Sugar Grove has leased 32 of its 48 garden homes in

just
10 months No other new supply of garden homes are planned for the

subject market except for the subjects 18 units The subject garden home units

will offer similaramenities as the existing units which appear to be supported
by the market Despite the economic climate it appears that the subject garden
homes will be well supported by the market

Based on these factors it appears the subject will have good market position as

senior development will be readily acceptable by the market at large and will

be well supported all over the long term

As has been previously discussed the proposed subject is still in the early

planning stages of development Thus the appraisers have made several

hypothetical conditions and extraordinary assumptions which have been

presented in the beginning of this report Any changes to these conditions and

assumptions could affect the conclusion made in this report
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CERTIFICATION OF THE APPRAISERS

certify that to the best of my knowledge and belief

the statements of fact contained in this report are true and correct

the
reported analyses opinions and conclusions are limited only by the reported

assumptions and limiting conditions and are my personal impartial and unbiased

professional analyses opinions and conclusions

have no present or prospective interest in the
property

that is the subject of this report
and no personal interest with respect to the parties involved

have no bias with
respect to the property that is the subject of this report or to the parties

involved with this assignment

my engagement in this assignment was not contingent upon developing or reporting

predetermined results

my compensation for completing this assignment is not contingent upon the development
or reporting of predetermined value or direction in value that favors the cause of the

client the amount of the value opinion the attainment of stipulated result or the

occurrence of subsequent event directly related to the intended use of this appraisal

the reported analyses opinions and conclusions were developed and this report has been

prepared in conformity with the requirements of the Code of Professional Ethics

Standards of Professional Appraisal Practice of the
Appraisal Institute which include the

Uniform Standards of Professional
Appraisal Practice

have made not personal inspection of the
property that is the subject of this

report

the use of this report is subject to the requirements of the Appraisal Institute relating to

review by its duly authorized representatives and is subject to review by governing State

agencies

Steve Hurst Jr was instrumental in providing the research doing the analysis and

writing
the enclosed report The signing appraiser supervised the

analytical process
provided technical and analytical counseling and performed the review for the final

product

as of the date of this report have completed the
continuing education program of the

Appraisal Institute

To the best of my knowledge neither nor Terzo Bologna Inc have performed an

appraisal appraisal review or consulting assignment of the subject property
within the

three
years prior to this assignment

7-
September 28 2011

Frederick Terzo MAI CRE FRICS Date

Indiana Certified General Appraiser CG69100042
Did Not Inspect Subject
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CERTIFICATION OF THE APPRAISERS

certify that to the best of my knowledge and belief

the statements of fact contained in this
report are true and correct

the reported analyses opinions and conclusions are limited only by the
reported

assumptions and limiting conditions and are my personal impartial and unbiased

professional analyses opinions and conclusions

have no present or prospective interest in the
property that is the subject of this

report
and flO persona interest with respect to the parties involved

have no bias with
respect to the property that is the

subject of this report or to the parties
involved with this assignment

my engagement in this assignment was not contingent upon developing or reporting

predetermined results

my compensation for completing this assignment is not contingent upon the development
or reporting of predetermined value or direction in value that favors the cause of the

client the amount of the value opinion the attainment of
stipulated result or the

occurrence of subsequent event directly related to the intended use of this
appraisal

the
reported analyses opinions and conclusions were developed and this

report
has been

prepared in
conformity with the requirements of the Code of Professional Ethics

Standards of Professional Appraisal Practice of the Appraisal Institute which include the

Uniform Standards of Professional
Appraisal Practice

have made personal inspection of the property that is the subject of this
report

the use of this
report is subject to the requirements of the Appraisal Institute relating to

review by its duly authorized representatives and is subject to review by governing State

agencies

no one provided significant real property appraisal assistance to the person signing this

certification except Frederick Terzo

as of the date of this report have completed the continuing education program of the

Appraisal Institute

To the best of my knowledge neither nor Terzo Bologna Inc have performed an

appraisal appraisal review or consulting assignment of the subject property within the

three years prior to this assignment

September 28 2011

Steve Hurst Jr Date

Indiana Certified General Appraiser CG40600103
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ASSUMPTIONS LIMITING CONDITIONS

This report has been made with the following general assumptions

No responsibility is assumed for the legal description legal matters or title

considerations Title to the property is assumed to be clear and marketable
and it is assumed that there are no recorded or unrecorded matters or

exceptions to title that would adversely affect marketability or market value

Unless otherwise stated no consideration is given to liens or encumbrances

against the property

Responsible ownership and competent property management are assumed
An analysis of owner or management effectiveness and current or anticipated
actions that will affect property operations is beyond the scope of this report

The information furnished by others is assumed to be reliable However no

warranty is given for its accuracy

All engineering is assumed to be correct The plans and other illustrative

material in this report are included only to assist the reader in visualizing the

property and are not intended for technical purposes

It is assumed that there are no hidden or unapparent conditions of the land or
of the improvements that render the property more or less valuable No
responsibility is assumed for such conditions or for arranging any
engineering studies that may be required to discover them

Building and site inspections that have been completed as part of the

appraisal process by Terzo Bologna Inc are directed to broadly
determining the quality of materials and finishes so that the subject property
can be compared to other properties This report therefore makes no

representations as to the engineering aspects of the site improvements and

buildings or of the adequacy of structural components or electrical HVAC
and plumbing systems which are assumed to be in operational order

It is assumed that there is and will be full compliance with all applicable

federal state and local environmental regulations and laws

Except as noted no evidence of hazardous material which may or may not be

present on the property was observed upon inspection Except as noted
Terzo Bologna Inc has no knowledge of the existence of such materials on
or in the property and it is assumed that the property is free of such materials

Terzo Bologna Inc however is not qualified to detect such substances
The presence of substances such as asbestos urea-formaldehyde foam
insulation or other potentially hazardous materials may affect the value of

the property No responsibility is assumed for any such conditions or for

any expertise or engineering knowledge required to discover them The
client or any reader of this report who is contemplating some financial

1BOLOGNA
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commitment to the property is urged to retain an expert in this field if

desired

10 Except as noted it is assumed that the property is and will be in compliance
with all current applicable zoning building use regulations and codes

11 It is assumed that all required licenses certificates of occupancy consents or

other
legislative or administrative authority from any local state or national

government or private entity or organization have or will be obtained or

renewed for any use on which the value estimate contained in this report is

based

12 No survey of the boundaries of the property was undertaken It is assumed
that the utilization of the land and improvements will be within the

boundaries or property lines of the property described and that there will be
no encroachment or trespass

13 Proposed improvements are assumed to have been completed unless

otherwise stipulated Any construction is assumed to conform to the

building plans referenced in the report

14 It is assumed that the reader or user of this report has been provided with

copies of applicable building plans or underlying leases

15 The presence of flood plain or wetland areas could affect the value of the

property It is assumed that wetland areas are not present or are minimal
unless otherwise stated Terzo Bologna Inc is not qualified to detect such

areas

The report has been made with the following general limiting conditions

Without the express written consent of Terzo Bologna Inc neither the

name of the appraiser nor the report nor any material contained in the report

may be included in any prospectus or used in private offering memoranda or

representations in connection with the sale of securities or participation
interests to the public Terzo Bologna Inc reserves the right to deny such

consent

Without the express written consent of Terzo Bologna Inc neither the

report nor any part of it may be submitted to the Securities and Exchange
Commission or to any state securities regulatory agency Terzo Bologna
Inc reserves the right to deny such consent

Neither all nor any part of the contents of this report especially any
conclusions as to value the identity of Terzo Bologna Inc any of its staff

or any reference to the Appraisal Institute or the MAI designation shall be

quoted or disseminated to the public through advertising public relations

media news media sales media or other public means of communication
without the prior written consent and approval of Terzo Bologna Inc
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which consent Terzo Bologna Inc reserves the right to deny Further
neither the appraiser nor Terzo Bologna Inc assumes obligation liability

or accountability to any third party

This report shall be considered only in its entirety No part of this report shall

be used separately or taken out of context

The value estimates provided apply to the entire property under its reported
highest and best use unless stated otherwise herein Any pro ration or

division of the total into fractional interests will invalidate the value estimate
unless such pro ration or division of interests has been set forth in the report

Possession of this report or copy thereof does not carry with it the right of

publication

Terzo Bologna Inc or any of its staff by reason of this report is not

required to give further consultation testimony or be in attendance in court

or other hearing with reference to the property unless written contractual

arrangements have been made relative to such additional employment

The forecasts projections or operating estimates contained herein are based

upon current market conditions anticipated short-term supply and demand
factors and continued stable economy These market conditions and
forecasts are subject to material changes because of unusual or unforeseen
circumstances The estimates and opinions within the report are not
therefore predictions or assurances as to the achievement of particular
income or profit or that particular events will occur or that particular price
will be offered or accepted

The Americans with Disabilities Act ADA became effective January 26
1992 Terzo Bologna Inc has not made specific compliance survey and

analysis of this property to determine whether or not it is in conformity with
the various detailed requirements the ADA It is possible that

compliance survey of the property together with detailed analysis of the

requirements of the ADA could reveal that the property is not in compliance
with one or more of the requirements of the Act If so this fact could have

negative effect upon the value of the property Since Terzo Bologna Inc
has no direct evidence relating to this issue it did not consider possible

noncompliance with the requirements of ADA in estimating the value of the

property

10 Acceptance and/or use of this report constitutes full acceptance of the

General Assumptions and Limiting Conditions as well as the Special

Assumptions set forth in this report Neither Terzo Bologna Inc nor its

staff assumes responsibility for any situation arising from the clients failure

to become familiar with and understand these assumptions and limiting
conditions
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Demographic and Income Profile Appraisal Version

Hendncks So
Prepared by Kevin Hartman MAI

Hendricks County IN 18063

Geography County

Summary 2000 2010 2015

Population 104093 143458 158.311

Households 37275 53.238 59347
Families 29084 40.729 45117

Average Household Size 211 2.62 2.60

Owner Occupied Housing Units 30932 43870 48948
Renter Occupied Housing Units 6343 9368 10399
Median Age 35.6 37.2 37.2

Trends 2010 2015 Annual Rate Area State National

Population 1.99% 0.47% 0.76%
Households 2.20% 0.54% 0.78%

Families 2.07% 0.39% 0.64%

Owner HHs 2.22% 0.58% 0.82%

Median Household Income 2.83% 2.51% 36%

2000 2010 2015
Households by Income Number Percent Number Percent Number Percent

$15000 2980 8.0% 2650 5.0% 2189 3.7%

$15000-$24999 3032 8.1% 2707 5.1% 2184 3.7%
S25000-$34999 3872 10.4% 3308 6.2% 2701 4.6%

$35000-$49999 6.400 17.1% 6392 12.0% 4667 7.9%
$50000-$74999 9759 26.1% 12999 24.4% 14324 24.1%

$75000-$99999 5739 15.4% 8976 16.9% 9730 16.4%

$100000- $149999 4383 11.7% 12631 23.7% 18370 31.0%
$150000-$199999 769 2.1% 2355 4.4% 3538 6.0%

$200000 389 1.0% 1220 2.3% 1644 2.8%

Median Household Income $55073 $71761 $82513

Average Household Income $62751 $81780 $91018
Per Capita Income $23129 $30712 $34495

2000 2010 2015
Population by Age Number Percent Number Percent Number Percent

0-4 7580 7.3% 10470 7.3% 11379 7.2%
5-9 8420 8.1% 10438 7.3% 11495 73%
10-14 8204 7.9% 10220 7.1% 11534 7.3%
15-19 7363 7.1% 10250 7.1% 10.553 6.7%
20-24 4905 4.7% 7739 5.4% 8591 5.4%
25- 34 14381 13.6% 18054 12.6% 20928 13.2%
35-44 19.226 18.5% 20879 14.6% 21493 13.6%
45-54 14782 14.2% 23301 16.2% 23116 14.6%
55- 64 9094 8.7% 16806 11.7% 20054 12.7%
65-74 5598 5.4% 8777 6.1% 11905 7.5%
75- 84 3524 3.4% 4641 3.2% 5221 3.3%
85

1016 1.0% 1883 1.3% 2042 1.3%
Data Note Income is expressed in current dollars

Source U.S Bureau of the Census 2000 Census of Population and Housing Earl forecasts 1cr 2010 and 2015

August 26 2011



Demographic and Income Profile Appraisal Version

Hendricks So

Hendricks County IN 18063

Geography County

Prepared by Kevn Hartman MAt

Area

State

USA

Population by Age

01

2010 Household Income

Source US Buieau of the Census 2000 Census of Population and Housing Esri forecasts for 2010 and 2015

2010

2015

August 26 2011

Trends 2010-2015

Median HH Income

$1004 $149K

237%

$1500 $1996

4-4%

$2000

2.3%

5506 574K

244%

$356 $490

12 0%



Age 50 Profile

Prepared by Kevin Hartman MAI

Demographic Summary Census 2000 2010 2015 20102015 2010-2015

Change Annual Rate

Total Population 104093 143458 158311 14853 1.99%

Population 50 26169 43272 51370 8098 3.49%

Median Age 35.6 37.2 37.2 0.0 0%
Households 37275 53238 59347 6109 2.2%

Householders 55 30.6 36.0 39.4 3.4 1.82%

Owner/Renter Ratio 4.9 4.7 4.7 0.0 0%
Median Home Value $132108 $171344 $192360 $21016 2.34%

Average Home Value $146408 $189632 $21 2479 $22847 2.3%
Median Household Income $55073 $71761 $82513 $10752 2.83%
Median Househord Income for Householder 55 $36625 $57930 $73669 $15739 4.92%

Data Note Detail may not sum to totals due to rounng

Source U.S Bureau of the Census 2000 Census of Population and Housing Esri forecasts for 2010 and 2015

Page ot6

Geoaraohv County

Population by Age and Sex

Male Population Census 2000 2010 2015

Number of 5G Number of 50 Number of 50

Total 50k 12336 100.0% 20.746 0.0% 24754 1000%
50- 54 3474 28.2% 5578 26.9% 6039 24.4%
55-59 2691 21.8% 4705 22.7% 5675 22.9%
60-64 1.851 15.0% 3.696 17.8% 4362 17.6%

65-69 1435 11.6% 2530 12.2% 3418 13.8%
70-74 1167 95% 1617 7.8% 2265 9.2%
75-79 912 7.4% 1190 57% 1422 5.7%
80-84 515 4.2% 802 39% 864 3.5%
85 291 2.4% 628 3.0% 709 2.9%

Female Population Census 2000 2010 2015

Number %of 50 Number Number %o150

Total 50 13833 100.0% 22526 100.0% 26616 100.0%
50- 54 3463 25.0% 5587 24.8% 6109 23.0%
55- 59 2566 18.5% 4587 20.4% 5567 20.9%
60 -64 1986 144% 3818 16.9% 4450 16.7%
65-69 1561 11.3% 2673 11.9% 3676 13.8%
70-74 1435 10.4% 1957 8.7% 2546 96%
75- 79 1240 9.0% 1473 6.5% 1758 6.6%
80-84 857 62% 1176 5.2% 1177 4.4%
85 725 5.2% 1255 5.6% 1333 5.0%

Total Population Census 2000 2010 2015

Number of Total Pop Number of Total Pop Number otTotal Pop

Total 50 26169 25.1% 43272 30.2% 51370 32.4%
50-54 6937 6.7% 11165 7.8% 12148 7.7%
55-59 5257 5.1% 9.292 6.5% 11242 71%
60-64 3837 3.7% 7514 5.2% 8812 5.6%
65-69 2996 2.9% 5203 3.6% 7094 45%
70- 74 2602 2.5% 3.574 2.5% 4811 3.0%
75-79 2152 2.1% 2663 1.9% 3180 2.0%
80-84 1372 1.3% 1978 1.4% 2041 1.3%
85 1016 10% 1883 1.3% 2042 1.3%

65 10138 9.7% 15301 10.7% 19168 12.1%
75 4540 4.4% 6524 4.5% 7263 4.6%

52010 Earl
8/2612011



Geography County

Total

$15000

$15000 $24999

$25000 $34999

$35000 $49999

$50000 $74999

$75000 $99999

$100000 -$149999

$150000 -$199999

$200000-

Median Household Income

Average Household Income

Total

$15000

$15000 -$24999

$25000 $34999

$35000 $49999

$50000 $74999

$75000 $99999

$100000 -$149999

$150000 -$199999

$200000

Median Household Income

Average Household Income

Total

$15000

$15000 -$24999

$25000 $34999

$35000 $49999

$50000 $74999

$75000 $99999

$100000 -$149999

$150000- $199999

8200.000

Median Household Income

Average Household Income

Source U.S Bureau of the Census 2000 Census of Population and Housing Esri forecasts for 2010 and 2015

E2010 Esri

Age 50 Profile

Prepared by Kevin Kartman MAI

2000 Households by Income and Age of HOuseholder 55

55-64 65-74 75 Total

5125 3471 2706 11302

532 660 910 2102

504 614 609 1727

543 565 462 1570

819 767 289 1.875

1091 553 275 1.919

671 112 111 894

810 139 42 991

97 47 144

58 14 60

$52760 $33023 $21750 $36625

$63503 $39776 $29592 $48097

2010 Households by Income and Age of Householder 55

55-64 65-74 75-i Total

9681 5463 4004 19148

545 658 792 1995

436 683 652 1771

521 546 561 1628

1.070 1067 466 2603

1990 1.242 592 3824

1597 253 373 2223

2930 657 316 3903

355 246 154 755

237 111 98 446

$78298 $45902 $34929 $57930

$85452 861.341 $53929 $71981

2015 Households by Income and Age of Householder 55

55-64 65-74 75 Total

11519 7406 4.463 23388

389 615 702 1706

324 677 535 1536

416 520 484 1420

767 1043 404 2214

2289 1941 773 5003

1930 448 542 2.920

4533 1381 595 6509

530 555 278 1363

341 226 150 717

$94175 $58114 $52411 $73669

$96336 $76494 $67847 $84617

8/2612011 Page of



Age 50 Profile

Prepared by Kevin Hartman MAI

Hen

Geography County

2010 Households by income and Age of Householder 50

50-54 55-59 60-64 65.69 70-74 75-79 80-84 85

Total 6.404 5340 4341 3180 2283 1744 1098 1162

$15000 106 302 243 375 283 332 220 240

$15000-$24999 120 247 189 393 290 276 187 189

$25000-$34999 194 288 233 316 230 234 157 170

$35000-$49999 520 588 482 620 447 218 127 121

$50000-$74.999 1494 1097 893 724 518 257 161 174

$75000-S99999 137 872 725 148 105 161 95 117

$100000- $149999 2090 1607 1323 364 273 141 87 88

$150000-$199999 323 201 154 148 98 71 42 41

S200000-$249999 106 91 64 51 31 41 19 17

$250000-$499999 90 45 33 17 11

$500000

Median HH Inconie $86952 $78211 $78404 $46356 $45284 $36560 $33757 $33623

Average HH Income $96347 $85606 $85263 $62440 $59809 $56515 $51946 $51920

Percent Distribution

50-54 55-59 60-64 65.69 70-74 75.79 80-84 85

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

$15000 1.7% 5.7% 5.6% 11.8% 12.4% 19.0% 20.0% 20.7%

$15000 -$24999 1.9% 4.6% 4.4% 12.4% 12.7% 15.8% 17.0% 16.3%

$25000 $34999 3.0% 5.4% 5.4% 9.9% 10.1% 13.4% 14.3% 14.6%

$35000 -$49999 8.1% 11.0% 11.1% 19.5% 19.6% 12.5% 11.6% 10.4%

$50000-$74999 23.3% 20.5% 20.6% 228% 22.7% 14.7% 14.7% 15.0%

$75000-$99999 21.2% 16.3% 16.7% 4.7% 4.6% 9.2% 8.7% 10.1%

$100000 -$149999 32.6% 30.1% 30.5% 12.1% 12.0% 8.1% 7.9% 7.6%

$150000-$199999 5.0% 3.8% 3.5% 4.7% 4.3% 4.1% 3.8% 3.5%

$200000-$249999 17% 1.7% 15% 1.6% 1.4% 2.4% 1.7% 1.5%

$250000-$499999 1.4% 0.8% 0.8% 0.5% 0.3% 0.6% 0.3% 0.4%

$500000 01% 0.0% 0.0% 0.1% 0.0% 0.1% 0.0% 0.0%

Data Note Income reported for July 2010 represents annual income for the preceding year expressed in current 2008 dollars including an adjustment for

inflation In 2000 the Census Bureau reported age by income data for incomes up to $200000 by ten-year age groups up to 75 years Esri extended age
by income data to income up to $500000 by five-year age groups up to 85 years

Source Esri forecasts for 2010 and 2015

52010 Esri
812612011 Page of



Age 50 Profile

Prepared by Kevin Hartmari MAI

Geographr County

2015 Households by Income and Age of Householder 50

56-54 55-59 60-64 65.69 10-74 75-79 80-84 85

Total 6978 6420 5099 4328 3078 2068 1125 1270

$15000 66 219 170 343 212 327 173 202

$15000-$24999 84 189 135 393 284 245 139 151

$25000-$34999 145 234 182 299 221 216 120 148

$35000-$49999 321 423 344 614 429 197 103 104

$50000-$74999 1468 1273 1016 1112 829 349 200 224

$75000 -$99999 1296 1052 878 246 202 238 134 170

$100000-$149999 2893 2.528 2005 816 565 278 152 165

$150000 -$199999 450 301 229 345 210 134 72 72

$200000-$249999 123 120 84 100 47 55 27 24

$250000-$499999 130 76 54 56 18 27 10

$500000

MedIan HH Income $100768 $94582 $93688 $58758 $57272 $52472 $52393 $52331

Average HH Income $104935 $96770 $95791 $78955 $73034 $70068 $66308 $65593

Percent DistrIbution

50-54 55-59 60-64 65-69 70-74 75-79 80-84 85

Total 1000% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

$15000 0.9% 3.4% 3.3% 7.9% 8.8% 15.8% 15.4% 15.9%

$15000-$24999 1.2% 2.9% 2.6% 9.1% 9.2% 11.8% 12.4% 11.9%

$25000-$34999 2.1% 3.6% 3.6% 6.9% 7.2% 104% 10.7% 11.7%

$35000-$49999 4.6% 6.6% 6.7% 14.2% 13.9% 95% 9.2% 8.2%

$50000-$74.999 21.0% 19.8% 19.9% 25.7% 26.9% 16.9% 17.8% 17.6%

$75.000-$99999 18.6% 16.4% 17.2% 5.7% 6.6% 11.5% 11.9% 13.4%

$100000-$149999 41.5% 39.4% 39.3% 18.9% 18.4% 13.4% 13.5% 13.0%

$150000- $199999 6.4% 4.7% 4.5% 8.0% 6.8% 6.5% 6.4% 5.7%

$200000-$249999 1.8% 1.9% 1.6% 2.3% 1.5% 2.7% 2.4% 1.9%

$250000-$499999 1.9% 1.2% 1.1% 1.3% 0.6% 1.3% 0.4% 0.8%

$500000 0.0% 0.1% 0.0% 0.1% 0.0% 0.1% 0.0% 0.0%

Data Note Income reported for July 2015 represents annual income for the preceding year expressed in current 2011 dollars including an adjustment for
inflation

Source Esri forecasts for 2010 and 2015

@2OlOEsri
8/26/2011 Page4of6



Age 50 Profile

Prepared by Kevin Hartman MAI

2010 Population 50 by Race

Number Percent Pop

Total 43.212 1000% 30.2%

White Alone 40.776 94.2% 31.1%

Black Alone 1290 3.0% 20.8%

American Indian Alone 73 0.2% 22.0%

Asian Alone 663 1.5% 27.3%

Pacific Islander Alone 0.0% 174%
SomeOtherRaceAlone 103 0.2% 9.0%

Two or More Races 359 0.8% 173%

Hispanic Origin Any Race 414 1.0% 11.1%

Census 2000 Group Quarteis Population 65 by Type

Number Percent Pop

Total 723 100.0% 22.5%

Institutionalized 626 86.6% 20 5%
Correctional Institutions 37 5.1% 5%

Nursing Homes 589 81.5% 92.2%

Other Institutions
0.0% 0.0%

Noninstitutionalizecj 97 13.4% 60.6%

Census 2000 Total Disabilities Tallied for Population 65

Number Percent

Total
6670 100.0%

Sensory Disability 1617 24.2%

Physical Disability 2555 38.3%

Mental Disability 637 9.6%
Self-care

Disability 686 10 3%
Go-Outside-Home Disability 1175 17.6%

Census 2000 PopulatIon 65 by Household Type and Relationship to Householder

Number Percent Pop

Total 10138 100.0% 9.7%

In Family Households
6797 67.0% 7.5%

Householder 3675 36.2% 12.6%

Spouse 2.559 25.2% 10.2%
Parent 314 3.1% 74.2%
Other Relatives 235 2.3% 7%
Nonrelatives 14 01% 1.1%

In Nonfamily Households 2618 25.80/n 26.3%

Male Householder 553 5.5% 14.4%

Living Alone 506 5.0% 17.2%
Not Living Alone 47 0.5% 5.3%

Female Householder 1998 19.7% 459%
Living Alone 1959 19.3% 50.7%
Not

Living Alone 39 0.4% 8.0%

Nonrelatives 67 07% 38%
In Group Quarters 723 7.1% 225/n

Institutionalized 626 6.2% 20.5%

Noninstitutionalized 97 0% 60 6%

Data Note The base for 0/s Pop is specific to Ihe row

Source U.S Bureau of the Census 2000 Census of Population and Housing
L.\

LA

Geoaaohv County

4t2010 Esri
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Age 50 Profile

Prepared by Kevin Hartman MAI

-CL

Hen so
Geography County

Census 2000 Households with Population 60 by Size and Type

Number Percent %Total HHs

Total 9i34 100.0% 24.5%

Person Households 2922 32.0% 7.8%

Person Households 6212 68.0% 16.7%

Family 6066 66.4% 16.3%

Nonfamily 146 1.6% 04%

Census 2000 Households with Population 65 by Size and Type

Number Percent %TotaIHHs

Total 6.844 100.0% 18.4%

Person Households 2465 36.0%

Person Households 4379 64.0% 11.7%

Family 4281 62.6% 11.5%

NonIamily 98 1.4% 0.3%

Census 2000 Occupied Housing units by Age of Householder 55

Number Percent %Total HHs

Total 11404 100.0% 30.6%

Owner Occupied HU5 Householder 55 10046 88.1% 27.0%

Householder Age 55-64 4726 41.4% 12.7%

Householder Age 65-74 3110 27.3% 8.3%

Householder Age 75-84 1854 16.3% 5.0%

Householder Age 85 356 3.1% 1.0%

Renter Occupied HUs Householder 55 1358 11.9% 3.6%

Householder Age 55-64 452 4.0% 1.2%

Householder Age 65-74 339 3.0% 09%
Householder Age 75-84 414 3.6% 1.1%

Householder Age 85 153 1.3% 0.4%

Cenaue 2000 Households by Poverty Statue and Age of Householder

Number Percent

Total 37323 100.0%

Below Poverty 1677 4.5%

Households with Income Below Poverty Level Householder 65 1162 3.1%

Households with Income Below Poverty Level Householder 65 515 1.4%

Above Poverty 35646 95.5%

Households with Income At or Above Poverty Level Householder 65 29984 80.3%

Households with Income At or Above Poverty Level Householder 65 5662 152%

Census 2000 Average Value of Specified Owner Occupied Housing Units by Householder 55

Average Value of Specified Owner Occupied HUs Householder 55-64 $148983

Average Value of Specified Owner Occupied HUs Householder 65-74 $134434

Average Value of Specified Owner Occupied HUs Householder 75 $122408

Data Note Specified Owner-occupied Housing Units exclude houses on 10 acres mobile homes units in multiunit buildings and houses with business or
medical office

Source U.S Bureau of the Census 2000 Census of Population and Housing

52010 Esri
8/26/2011 Page of



Net Worth Profile

Prepared by Kevin Hartman MAI

Census 2000 2010 2015 201 0-2015 2010-2015

Change Annual Rate

Population 104093 143458 158.311 14853 1.99%

Median Age 35.6 37.2 37.2 00 0%

Households 37275 53238 59341 6109 2.2%

Average Household Size 2.71 2.62 2.60 -0.02 -0.15%

$15000

$15000- $34999

$35000 $49999

$50000 $74999

$75000 $99999

$100000- $149999

$150000 -$249999

$250000- $499999

$500000 $999999

$1 .000000

Median Net Worth

Average Net Worth

Number

53.238

5864

2647

1722

2922

2818

5.637

8673

13197

6368

3390

$197440

$455395

Percent

100.0%

11.0%

5.0%

3.2%

5.5%

5.3%

10.6%

16.3%

24.8%

12.0%

6.4%

Data Note Net Worth is total household wealth minus debt secured and unsecured Net worth includes home equity equity in pension plans net equity in

vehicles RAs and Keogh accounts business equity interest-earning assets and mutual fund shares stocks etc Examples of secured debt include home
mortgages and vehicle loans examples of unsecured debt include credit card debt certain bank loans and other outstanding bills Forecasts of net worth are
based on the Survey of Consumer Finances Federal Reserve Board Detail may not sum to totals due to rounding

Source U.S Bureau of the Census 2000 Census of Population and Housing Esri forecasts for 2010 and 2015

Hendricks So

Geography County

2010 Households by Net Worth

Total

Number of Households

2010 Net Worth by Age of Householder

Total

$15000

$15000 -$34999

$35000 $49999

$50000 $99999

$100000 $149999

$150000 $249999

$250000 $499999

$500000

Median Net Worth

Average Net Worth

25 25-34 35-44 45-54 55-64 65-74 75

1823 8365 10.915 12987 9681 5463 4004

972 1596 685 713 873 566 459

354 782 500 276 359 241 135

118 481 408 221 290 94 110

152 1748 1361 916 576 568 419

170 1520 1377 1121 567 464 418

23 1.592 2635 1929 1275 668 551

33 568 3143 4669 3103 922 759

78 806 3142 2638 1940 1153

$14066 $82348 $180936 $287743 $291064 $271688 $227847

$39105 $120139 $287245 $608161 $747517 $906446 $615928

2010 Esrj
8/26/2011 Page of



NetWorth Profile

_________ Prepared by Kevin Hartman MAI

Indy MSA

Geography CBSA

Census 2000 2010 2015 2010-2015 2010-2015

Change Annual Rate

Population 1525104 1755797 1854844 99047 1.1%

Median Age 34.4 36.0 35.9 -0.1 -0.06%

Households 594874 687.237 726732 39495 1.12%

Average Household Size 2.51 2.50 2.50 0%

2010 Households by Net Worth

Number Percent

Total 687207 100.0%

$15000 145353 21.2%

$15000-$34999 49574 7.2%

$35000 $49999 28984 4.2%

$50000 $74999 42460 6.2%

$75000 $99999 38.820 5.6%

$100000-$149999 60602 8.8%

$150000 -$249999 84181 12.2%

$250000- $499999 109557 15.9%

$500000 $999999 70.287 10.2%

$1 .000000 57339 8.4%

Median Net Worth $1 28243

Average Net Worth $468502

2010 Net Worth by Age of Householder

Number of Households

25 25-34 35-44 45-54 55-64 65-74 75

Total 38528 119610 139136 151573 115357 66005 56998

$15000 28518 42877 26950 18730 12523 7854 7901

$15000 $34999 4275 14836 12229 7589 5285 3136 2224

$35000- $49999 1229 6944 7233 5773 4477 1497 1831

$50000-$99999 2061 19817 17161 16711 9557 9177 6796

$100000-$149999 1373 12403 14289 12882 7381 6397 5877

$150000- $249999 366 11912 21201 19854 14456 7215 9177

$250000 -$499999 620 7578 23037 32652 23358 12243 10069

$500000 66 3243 17036 37382 38320 18486 13123

Median Net Worth $10133 $38799 $117339 $212703 $275640 $210310 $182315

Average Net Worth $27216 $112255 $290726 $563821 $833578 $746109 $518272

Data Note Net Worth is total household wealth minus debt secured and unsecured Net worth includes home equily equity in pension plans net equity in

vehicles IRAs and Keogh accounts business equity interest-earning assets and mutual fund shares stocks etc Examples of secured debt include home
mortgages and vehicle loans examples of unsecured debt include credit card debt certain bank loans and other outstanding bills Forecasts of net worth are
based on the Survey of Consumer Finances Federal Reserve Board Detail may nol sum to totals due to rounding

Source U.S Bureau of the Census 2000 Census of Population and Housing Esri forecasts for 2010 and 2015

152010 Earl
e/292o11 Page of



Net Worth Profile

QlJ Prepared by Kevin Hartman MAI

TBBcrst

Indiana

Geograpby State

Census 2000 2010 2015 2010-2015 2010-2015

Change Annual Rate

Population 6080485 6479532 6634107 154275 0.47%

Median Age 35.2 37.0 37.4 0.4 0.22%

Households 2336306 2521706 2591132 69426 0.54%

Average Household Size 2.53 2.49 2.49 0%

2010 Households by Net Worth

Number Percent

Total
2521.656 100 .0%

$1 5000 596649 23.7%

$15000 $34999 200677 6.0%

$35000 -$49999 122776 4.9%

$50000- $74999 162.244 7.2%

$75000-$99999 161411 6.4%

$100000 -$149999 240019 9.5%

$150000-$249999 312754 12.4%

$250000 $499999 349627 13.9%

$500000-$999999 203585 8.1%

$1 .000000 151514 6.0%

Median Net Worth $99410

Average Net Worth $368487

2010 Net Worth by Age of Householder

Number of Households

25 25-34 35-44 45-54 55-64 65-74 15--

Total 140582 404867 464231 533689 447840 275149 255298

$15000 106.969 161330 109637 79442 57.440 36411 39220

$15000-$349g9 14442 56126 49.230 30.911 24156 14634 11378

$35000 -$49999 4323 26249 30305 23525 22159 6955 9.260

$50000 -$99999 7535 68346 73171 70.628 44.007 45760 34208

$100000 -$149999 4794 30631 53909 56395 35556 29500 29234

$150000 -$249999 1107 31032 59.929 82405 65139 32523 40.619

$250000 -$499999 1294 18706 52882 100232 85360 46561 42792

$500000 118 6441 34968 90151 114.023 60805 48.567

Median Net Worth $9857 $24796 $73004 $154767 $202703 $159369 $157145

Average Net Worth $23317 $64611 $206787 $426242 $610110 $615490 $449036

Data Note Net Worth is total household wealth minus debt secured and unsecured Net worth includes home equity equity in pension plans net equity in

vehicles IRAs and Keogh accounts business equity interest-earning assets and mutual fund shares stocks etc Examples of secured debt include home
mortgages and vehicle loans examples of unsecured debt include credit card debt certain bank loans and other outstanding bills Forecasts of net worth are
based on the Survey of Consumer Finances Federal Reserve Board Detail may not sum to totals due to rounding

Source U.S Bureau of the Census 2000 Census or Population and Housing Esri lorecasts br 2010 and 2015
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INTRODUCTION TO TERZO BOLOGNA INC

Terzo Bologna Inc is real estate consulting group with offices in Indiana

and Michigan that specializes in analysis of commercial properties throughout
the Midwest The firm has well-established reputation and is recognized for

its
ability to resolve complex valuation issues in an objective and impartial

manner

The primary goal of Terzo Bologna Inc is to build long-term relationships

by providing high quality real estate analysis that is timely and of value to its

clients

PROBLEM SOLVING IS OUR STRENGTH

The success of any real estate analysis rests on knowledge of local markets

No two properties are alike Each presents its own unique challenge to

analysis Similarly client objectives are not all alike Some clients require

analysis leading to property valuation others require analysis directed to

specific investment or disposition strategy

The firm considers the uniqueness of each property and assignment in

providing services that are responsive to the
specific needs of the client No

matter how intricate the real estate problem Terzo Bologna inc has the

experience to solve it

1tBOLOGNAic rieIor



STAFF APPRAISERS AND COUNSELORS

Well-educated and experienced professionals form the backbone of the firm

Staff appraisers and counselors have established backgrounds in wide range
of real estate related fields such as finance mortgage banking city planning

brokerage construction management and property management Each is

involved in continuing education program The multiple perspectives

provided by this professional diversity enhance the quality of the analysis that

is provided to each client

Services are provided in accordance with the ethics and standards established

by the Appraisal Institute and the Counselors of Real Estate Services are

unbiased knowledgeable and confidential Professional affiliations held by
individual members of the staff include

Appraisal Institute

Counselors of Real Estate

Royal Institution of Chartered Surveyors

Terzo Bologna Inc has also been elected to professional membership in the

National Council of Real Estate Investment Fiduciaries

Staff members of Terzo Bologna Inc are currently licensed in the following

states

Indiana

Michigan

Ohio

Alabama

Licensure in other states can be obtained at the clients request
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QUALIFICATIONS OF THE APPRAISERS

FREDERICK TERZO

Frederick Terzo principal
of Terzo Bologna Inc represents clients locally nationally

and internationally He has provided real estate counseling and appraising services in the

areas of housing land development commercial industrial and new town development
since 1965

He is an experienced real estate appraiser of investment-grade properties has particular

expertise in the areas of market and feasibility analysis and is often retained to evaluate

projects that are highly sensitive to market fluctuations These include new projects which

are timing-sensitive due to the volatility of development cycles as well as problem

properties that
require in-depth research of product marketability and capture potential He

has formulated market studies for variety of product types ranging from high-rise offices

and urban-core multi-family development to large scale suburban business park

developments land development schemes and special purpose properties such as soccer

arenas health and fitness facilities and military bases in adaptive reuse

His appraisal experience in FHA programs includes Section 232 for nursing and assisted

living facilities as well as Section 221 d4 and Section 223 for multifamily properties

including Section 42 LIHlC projects In addition he has prepared market studies for both

the 232 and 221 d4 programs He has successfully completed the HUD MAP 3rd
Party

Technical Training Program

In addition to professional assignments in the U.S he has represented clients internationally
in number of countries in Europe the Middle East Asia Africa and Latin America
international real estate experience includes counseling on development at the new town
scale testing the interaction and timing of proposed land housing employment center and

community facility development programs

He holds Bachelor of Architecture degree from Pratt Institute and Master of City

Planning degree from Yale University

His professional memberships include the Appraisal Institute designated MA as well as

the Counselors of Real Estate designated CRE In addition he has been elected as Fellow
of the Royal Institution of Chartered Surveyors designated FRICS

Frederick Terzo is
currently licensed as certified general appraiser in indiana

CG69100042

1niana ProfessioraI Licensina Agency
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STEVE HURST JR

Steve Hurst Jr is an associate at Terzo Bologna Inc He started working for

the firm in 2006 and has been appraising commercial real estate since 2001

His professional work experience encompasses variety of commercial real

estate types He has appraised retail office lodging multifamily and industrial

properties in Indiana Illinois Kentucky and Ohio Some properties of note

include proposed 10-story hotel and convention center investment-grade

shopping centers and resort property that featured 1000-seat restaurant
retail space industrial space an existing hotel proposed hotel and excess land
Hurst has also completed market rent surveys for government assisted

multifamily developments and feasibility studies

Prior to working in real estate appraisal Hurst was project manager for

Rosemead Construction This company specializes in tenant build-out and

remodeling for neighborhood and regional shopping centers as well as enclosed
mall space His duties included project estimation sub-contractor oversight and
liaison between subcontractors and client

Steve Hurst graduated from Indiana University at Bloomington with Bachelor
of Arts degree in both Economics and History He holds an Indiana Certified

General Appraiser license CG40600103 as well as an Indiana Salesperson
license SP30192243

Indiana Professional L$vensln2 Agency
302W Wadiinion Street Poem WI

________
Indiaropolls IN 46204

Stephen Hard Jr
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PART III

INDEX To EXHIBITS

Exhibit Page

Placement Agency Agreement

Articles of Organization and Operating Agreement

Instrument defining the rights of security holders

3.1 Form of Debenture

3.2 Form of Warrant IZF

Subscription Agreement

Voting trust agreements N/A

Material contracts

6.1 Commitment Letter with Merchants Bank of Indiana

6.2 Management Agreement with Traditions Management LLC

6.3 Construction Agreement with Grand Industrial LLC

6.4 Business Trust Articles and Trust Agreement

6.5 Land Purchase Agreement with LBG-2 L.L.C Z3
6.6 Indenture

6.7 Development Services Agreement with Leo Brown Group LLC 3cT

Material foreign patents N/A

Plan of acquisition reorganization arrangement liquidation or succession N/A

Escrow Agreement 31.7-

10 Consent of Underwriter

11 Opinion regarding legality of offering ____

12 Sales materials N/A

13 Test the Waters materials N/A

14 Appointment of agent for service of process N/A

15 Additional exhibits

15.1 Companys Projections

15.2 Market Study



SIGNATuREs

Reagan Park Senior Living LLC has duly caused this offering statement to be signed its behalf by the

undersigned thereunto duly authorized in the City of Cannel State of Indiana on December7 2012

REAGAN PA SE OR LIvING LLC

By____________________________
Thomas ith President and

Chief Financial Officer

This Offering Statement has been signed by the following persons in the capacities indicated on December

2012

Step en Wagner
Manaer/1

Michael Wagner Manager

Gregory Fu ler 1.4anager

Thomas ith Manager


